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The House met at 12:30 p.m. and was
called to order by the Speaker pro tem-
pore [Mr. CLINGER].

f

DESIGNATION OF SPEAKER PRO
TEMPORE

The SPEAKER pro tempore laid be-
fore the House the following commu-
nication from the Speaker:

WASHINGTON, DC,
October 17, 1995.

I hereby designate the Honorable WILLIAM
F. CLINGER, Jr., to act as Speaker pro tem-
pore on this day.

NEWT GINGRICH,
Speaker of the House of Representatives.

f

MORNING BUSINESS

The SPEAKER pro tempore. Pursu-
ant to the order of the House of May 12,
1995, the Chair will now recognize
Members from lists submitted by the
majority and minority leaders for
morning hour debates. The Chair will
alternate recognition between the par-
ties, with each party limited to not to
exceed 30 minutes, and each Member,
except the majority and minority lead-
er, limited to not to exceed 5 minutes.

f

JOSEPH ROTBLAT, NOBEL PEACE
PRIZE WINNER, CONDEMNS
FRENCH NUCLEAR TESTS

The SPEAKER pro tempore. Under
the Speaker’s announced policy of May
12, 1995, the gentleman from American
Samoa [Mr. FALEOMAVAEGA] is recog-
nized during morning business for 5
minutes.

Mr. FALEOMAVAEGA. Mr. Speaker,
on the first day of this month, the Gov-
ernment of France exploded another
nuclear bomb in the South Pacific, its
second detonation in a new series of
tests. France’s nuclear bomb—involv-

ing a 110 kiloton blast—was seven
times more destructive than the bomb
that we exploded in Hiroshima 50 years
ago.

Mr. Speaker, as we recall the de-
structive nuclear fury that was first
unleashed in history against the people
of Hiroshima and Nagasaki, I think it
most appropriate to recognize Mr. Jo-
seph Rotblat, a physicist working on
the manhattan nuclear bomb project
during WW II who quit in protest be-
cause of his convictions, and who was
personally devastated when he learned
of the bomb’s consequences in Japan.

Mr. Speaker, I want to congratulate
Mr. Rotblat, a Polish-born scientist,
who has just been awarded the Nobel
Peace Prize by the Norwegian Nobel
Committee. Mr. Rotblat, the world’s
first protester against nuclear weap-
ons, has devoted his entire life to end-
ing the madness of the nuclear arms
race. He is the founding member of the
Pugwash Conference on Science and
World Affairs, as well as the Stock-
holm International Peace Research In-
stitute, a leading think tank on secu-
rity and disarmament issues.

Mr. Speaker, at a time France is
thumbing its nose at the international
community, over 160 nations have offi-
cially protested this madness by Presi-
dent Chirac and the Government of
France to continued exploding of nu-
clear bombs in the South Pacific, I find
it highly commendable that the Nobel
Peace Prize has been awarded to Mr.
Rotblat, one of the world’s most emi-
nent and vocal opponents of nuclear
testing.

Mr. Speaker, Mr. Rotbalt has con-
demned France’s resumption of nuclear
testing and has written French Presi-
dent Chirac, urging that France imme-
diately cancel its tests. Mr. Rotblat
says, ‘‘There is no reason at all in my
opinion for President Chirac to resume

tests. I can’t see any tactical reason at
all. I can only see this as an attempt to
make their bomb a little better, or de-
velop perhaps a new type.’’ That is
right, Mr. Speaker, a bomb a little bet-
ter. To kill more people.

The two bombs that we exploded in
Japan, Mr. Speaker, accounted for over
290,000 men, women, and children who
died as a result of those nuclear explo-
sions. What madness, what madness,
Mr. Speaker. We can say that let us get
rid of chemical and biological warfare,
but let us continue dropping nuclear
bombs.

Mr. Speaker, again, I commend Mr.
Rotblat for his life’s work and the
Nobel Committee for their selection of
Mr. Rotblat as a Nobel recipient. By
these actions, the Nobel Committee on
behalf of the world community has
sent a strong message of protest to the
French Government and I would hope
that Paris would respond by imme-
diately canceling their nuclear testing
in the South Pacific.

What arrogance, Mr. Speaker, that
President Chirac has the unmitigated
gall to do this. For over 30 years they
have been exploding nuclear bombs in
the South Pacific. The American peo-
ple do not know the suffering of the
some 100,000 or 200,000 people who live
in those islands, and, yes, 28 million
people who live in that region. We just
have not taken a better understanding
of the very real serious problem we
have there in the Pacific.

While President Chirac is drinking
his sweet wine in Paris, some 200,000
people’s lives are at stake if that
Muroroa atoll should break and leak,
and there are already indications of
leakages because of the 168 nuclear
bombs that have been exploded on that
atoll alone.

What arrogance, Mr. Speaker, what
arrogance.



CONGRESSIONAL RECORD — HOUSEH 10080 October 17, 1995
ANTI-BOMB PHYSICIST WINS PEACE PRIZE—

NOBEL ‘‘PROTEST’’ AGAINST ATOMIC TESTS
SHARED WITH ARMS CONTROL GROUP

(By Fred Barbash)
LONDON, October 13.—The Nobel Peace

Prize was awarded today to Joseph Rotblat,
a British physicist who helped invent atomic
weapons in the 1940s, and the organization
dedicated to doing away with them that he
later formed with Albert Einstein and
Bertrand Russell.

This year’s prize stands as a ‘‘protest’’
against French and Chinese nuclear testing,
the chairman of the Norwegian Nobel Com-
mittee, Francis Sejersted, said in Oslo as he
announced the award to Rotblat and the
Pugwash Conferences on Science and World
Affairs.

Rotblat, 86, who walked out of the secret
U.S. government laboratory at Los Alamos,
N.M., in 1944 after deciding the atomic bomb
being developed there was unnecessary, also
used the occasion to express his ‘‘outrage’’ at
France’s two recent nuclear tests in the
South Pacific.

Since 1957, the Pugwash Conferences have
been assembling select groups of scientists,
including many of the brains behind the
American, Russian and British nuclear arse-
nals, for private exchanges on arms control.
They have opened up lines of communication
among such scientists, serving as forums for
both technical and political issues, and as
back channels to top-level policymakers.
Subsequently the conferences were broad-
ened beyond the scientific community.

Rotblat said today that the organization’s
goal is, and always has been, to convince
governments that ‘‘the genie can be put back
in the bottle.’’

A French Foreign Ministry spokesman of-
fered congratulations to Rotblat today, the
Reuter news agency reported, but Prime
Minister Alain Juppe rejected appeals that
France end its nuclear testing program and
said the award would have no effect on ‘‘poli-
cies we have adopted for reasons of national
interest.’’

While no single treaty or agreement can be
traced precisely to Pugwash discussions, ac-
cording to historians of the nuclear era as
well as Rotblat, the conferences have ad-
dressed complex problems—such as anti-bal-
listic missile systems, test ban monitoring
and the spread of chemical and biological
weapons—long before they reached the for-
mal negotiating tables of world leaders.
They are considered to have exercised at the
very least a subtle influence on virtually
every major contemporary arms accord.

More broadly, the organization, which has
10 Nobel laureates among its charter mem-
bers, was among the first of what are now
many such groups designed to encourage sci-
entists to confront—and control—the uses of
their science.

The group was cited by the Nobel commit-
tee for its efforts to ‘‘diminish the part
played by nuclear arms in international poli-
tics and in the longer run to eliminate such
arms.’’ It has made scientists ‘‘take respon-
sibility for their inventions,’’ it said.

Unlike with last year’s Peace Prize—
awarded jointly to Israeli leaders Shimon
Peres and Yitzhak Rabin and Palestine Lib-
eration Organization leader Yasser Arafat—
names of the recipients of this one were not
leaked in advance. Indeed, neither Rotblat
nor the Pugwash Conferences, of which he is
president, was on any of the speculative
‘‘short lists’’ published in the Norwegian
press.

The Pugwash Conferences, along with phi-
losopher and antiwar activist Bertrand Rus-
sell, were viewed with suspicion by some fer-
vent anti-communists during the 1950s and
by ardent Cold Warriors afterward. But the

organization has been respected for years by
arms control professionals. Until today, how-
ever, it was relatively unknown to the rest
of the world, as was Rotblat, a cheerful, in-
tense man who says he still ‘‘wakes up in a
cold sweat’’ when he hears about such events
as France’s nuclear tests.

‘‘Who would expect that a little man like
myself and a little-known movement, un-
known to the general public,’’ would get the
Nobel Peace Prize, Rotblat said today as he
walked briskly from the organization’s
grungy office near London’s Russell Square
to a news conference. ‘‘Who is he?’’ bystand-
ers asked reporters as they followed him.

Rotblat, a native of Poland, was working
on a one-year atom bomb project at the Uni-
versity of Liverpool in 1939 when the British
team of which he was a part joined U.S. sci-
entists working on the Manhattan Project to
develop an atomic bomb at Los Alamos.

‘‘I started to work in 1939 on the atom
bomb,’’ he said in an interview today. ‘‘I was
afraid that German scientists would build
the weapon and use it to rule the world. I
thought that the only way this could be pre-
vented was if we built it too and threatened
to retaliate—the classical concept of nuclear
deterrence.’’

Two new pieces of information gained at
Los Alamos persuaded him to leave. First, he
said, he learned that a major purpose for the
bomb was to threaten the Soviet Union,
which was then a World War II ally.

Then, he said, ‘‘at the end of 1944 I learned
that the Germans had abandoned their
project; the purpose of my being on the
project was gone.’’ When he informed his su-
periors at Los Alamos that he was leaving,
he said they ‘‘accused me of being a spy’’
who was planning to turn over atomic se-
crets to the Russians. After refuting the ac-
cusation, and agreeing for security reasons
to a fabricated story about why he was leav-
ing, he was allowed to return to Britain,
where he switched from nuclear physics to
nuclear medicine.

When he heard that the United States had
dropped the bomb on Hiroshima, he said, he
was ‘‘devastated. . . . I did not expect it
would be used as soon as it was made. I felt
angry, worried and fearful about the future
of our civilization.’’

‘‘The world didn’t know it, but we knew
that scientists were capable of making a
bomb a thousand times more powerful—a hy-
drogen bomb.’’

In 1955, he and Russell decided to seek the
help of Einstein in warning the world of the
danger they foresaw. From that collabora-
tion came the ‘‘Russell-Einstein Manifesto,’’
which declared that ‘‘such weapons threaten
the continued existence of mankind.’’ Among
the signers were 10 men who were or would
become Nobel laureates, including Max Born,
Percy W. Bridgman, Einstein, Frederic
Joliot-Curie, Hermann J. Muller, Linus Pau-
ling, Cecil F. Powell and Rotblat.

From the manifesto emerged the Pugwash
Conferences, so named because the first one
was financed by American industrialist
Cyrus Eaton and held at his retreat in the
village of Pugwash, Nova Scotia.

The meetings, which were by invitation
only, tended to be small—groups of 25—and
moved from country to country.

While participants often read from pre-
pared papers, they could be and were chal-
lenged in open give-and-take sessions, ac-
cording to accounts of meetings by histo-
rians.

Invitees have included not only scientists
committed to arms control—such as
Rotblat—but top-level government scientists
guiding the rapid Cold War nuclear arms
buildup. Soviet physicists Andrei Sakharov
and Igor Tamm and Princeton scientist
Frank von Hippel were among the partici-
pants.

Rotblat said today he has never been able
to say with any precision how much the
Pugwash discussions influenced the Soviet
position on arms limitations.

At the very least, he said, they opened
channels of communication among scientists
on both sides of the arms race.

He said he is certain that Pugwash discus-
sions influenced Soviet leader Mikhail
Gorbachev’s thinking on nuclear issues
through the participation of Yevgeny
Velikhov, one of the former Soviet leader’s
key science advisers, who helped persuade
Gorbachev not to try to match President
Ronald Reagan’s Strategic Defense Initia-
tive.

Experts said today that the Pugwash meet-
ings also have contributed significantly to
the nuclear testing moratorium observed by
the United States and the Soviet Union; to
resolving complex issues involving testing
verification and monitoring; to the inter-
mediate-range nuclear forces treaty of 1987;
and to the nuclear Non-Proliferation Treaty
of 1968, designed to stop the spread of nuclear
weapons to countries that do not already
possess them.

Indeed, the idea for the treaty was first
discussed at a Pugwash meeting in 1958, ac-
cording to the organization’s official history.

The peace prize, which will be formally
awarded in Oslo in December, carries an
award of $1 million. Asked what would be
done with the money, Rotblat gestured to-
ward his cramped and cluttered office.

‘‘I haven’t really thought about it,’’ he
said. ‘‘But look around you.’’

ROTBLAT, FIRST NUCLEAR PROTESTER, WINS
PEACE PRIZE

LONDON, October 13.—Polish-born Joseph
Rotblat may have been the world’s first pro-
tester against nuclear weapons, quitting the
Manhattan project to build America’s atom
bomb in 1945 because of his convictions.

The physicist, who was awarded the 1995
Nobel Peace Prize on Friday, went on to be-
come one of the world’s most vocal and effec-
tive opponents of the nuclear arms race.

The 86-year-old, who lost his wife in the
Holocaust, won the Prize jointly with the
Pugwash Conferences on Science and World
Affairs, of which he was a founder member
and is now chairman.

He is also a founding member of the Stock-
holm International Peace Research Institute
(SIPRI), a leading ‘‘think-tank’’ on security
and disarmament issues.

Rotblat lives in London where he was pro-
fessor of physics at the University of Lon-
don. He has been a British subject since 1946.

He was a refugee from Hitler’s Europe who
was working at Liverpool University in
northern England when World War Two
broke out.

He began research on the potential of
atomic power in Britain in 1940.

He became a member of a group of British-
based scientists who worked on the secret
Manhattan Project. But he left the project
as Germany headed for defeat, making him
possibly the world’s first anti-nuclear arms
protester.

Rotblat was the only scientist to leave the
Manhattan project base at Los Alamos, New
Mexico, where the atomic bomb was devel-
oped that later devastated Hiroshima and
Nagasaki.

His departure was officially said to have
been because he wanted to return to Europe
to search for his wife.

After the end of World War Two, he found-
ed the Atomic Scientists Association, the
forerunner to the Pugwash organisation. He
later became president of the organisation,
which was dedicated to arms control.

Although Rotblat had always been con-
scious of the disastrous consequences that
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the development of nuclear weapons could
entail, he had felt compelled to work on the
Manhattan project to develop the atomic
bomb before Germany could do so.

When it became clear that Germany had
given up working on the atomic bomb, he
pulled out of the project and did not know
the bomb had been completed until it was
dropped on Hiroshima.

He was said to have been ‘‘devastated’’ by
the consequences of its use on Japan in the
dying days of the Pacific war and dedicated
his life to campaigning against the nuclear
arms race, urging other scientists to do so.

FRANCE UNEASILY CONGRATULATES ROTBLAT
ON NOBEL

(By Alistar Doyle)
PARIS, October 13.—France uneasily con-

gratulated ban-the-bomb scientist Joseph
Rotblat on winning the Nobel Peace Prize on
Friday, dodging the laureate’s condemnation
of French nuclear tests in the South Pacific.

‘‘We congratulate the Nobel Peace Prize
laureate,’’ Foreign Ministry spokesman
Jacques Rummelhardt told reporters.
‘‘France wants disarmament, including nu-
clear disarmament, in security.’’

‘‘Security will permit disarmament,’’ he
told the ministry’s regular daily press brief-
ing, adding: ‘‘French policy aims to establish
security.’’

Despite Paris’s official congratulations,
the award to the veteran nuclear physicist-
turned-peace campaigner seemed set to
make the French government squirm.

Pierre Lellouche, a member of parliament
and former strategic affairs adviser to Presi-
dent Jacques Chirac, said he was ‘‘perfectly
scandalised’’ and accused the group Rotblat
heads of being a former tool of Soviet propa-
ganda.

Both Rotblat and the Norwegian Nobel
Committee wasted no time in urging France
to cancel nuclear tests. Paris broke a three-
year moratorium last month by detonating
an underground nuclear device in French
Polynesia.

Rotblat, 86, said he hoped the prize ‘‘is a
message not only to the French but to the
Chinese as well.’’ China and France are the
only official nuclear powers still testing.

Rotblat wrote to President Jacques Chirac
last month protesting against the French
tests. ‘‘I think it’s very bad,’’ he told Reuters
in London on Friday.

‘‘There is no reason at all in my opinion
for President Chirac to resume tests. I can’t
see any tactical reason at all. I can only see
this as an attempt maybe to make their
bomb a little better, or develop perhaps a
new type.’’

Nobel Committee chairman Francis
Sejersted told Reuters Television: ‘‘The spe-
cific message to the French is a protest
against the nuclear tests, as it is a protest
against nuclear tests in general and nuclear
armaments in general.’’

France has staged two tests since early
September despite howls of outrage abroad.
Chirac says tests are vital to check France’s
nuclear arsenal and plans as many as six
more before banning testing for ever.

France’s La Chaine Info television com-
mented that the impact of the Nobel decision
on French diplomacy would hardly have been
worse had environmental group Greenpeace
won.

Rotblat, who helped develop the first atom
bomb in the United States in hopes it would
never be used, shared the million-dollar prize
with the Pugwash Conferences on Science
and World Affairs which he chairs.

Lellouche said: ‘‘I am personally—and as a
specialist in these matters—perfectly
scandalised by the fact that an organisation
which one knows was openly manipulated by

the Soviets should be honoured in this way
at a time when everyone knows the con-
troversy about the French tests.’’

The Pugwash conferences played a back-
room role in the Cold War, bringing together
scientists, scholars and public figures from
East and West to discuss nuclear and other
security issues.

AUSTRALIA LAUDS PRIZE FOR ANTI-NUCLEAR
CAMPAIGNER

SYDNEY, October 14.—Australia, a fierce
opponent of French nuclear testing in the
South Pacific, welcomed on Saturday the
award of the 1995 Nobel Peace Prize to anti-
nuclear campaigner Joseph Rotblat.

A Foreign Ministry spokesman said Aus-
tralia applauded Rotblat’s remark that he
hoped the prize would send ‘‘a message not
only to the French but to the Chinese as
well.’’

‘‘We certainly welcome those remarks
from someone as eminent as a Nobel Peace
Prize winner and it reinforces the wide range
of interests against the nuclear testing pro-
grammes,’’ the spokesman told Reuters.

‘‘It basically reinforces the need for a com-
prehensive test ban treaty, which Australia
has been consistently working towards over
so many years.’’

Rotblat, a nuclear physicist who devoted
his life to trying to ban the bomb he helped
create, won the Nobel Peace Prize on Friday
and seized the opportunity to spread his
anti-nuclear message.

The Norwegian Nobel Committee, which
awarded the prize to the 86-year-old peace
campaigner and the Pugwash organisation
he founded, also made clear it was intended
as a protest against French nuclear tests.

France, which is carrying out a series of
tests in the South Pacific, and China are the
only nuclear powers still carrying out tests.

Australia has said French and Chinese nu-
clear tests threaten to undermine negotia-
tions for a Comprehensive Test Ban Treaty
due for completion next year by encouraging
more non-nuclear powers to develop atomic
weapons.

Canberra is especially critical of French
testing, arguing Paris should, like Beijing,
test on their home soil. Having failed to pre-
vent the resumption of tests in French Poly-
nesia, Australia is now trying to embarrass
France in world forums.

Australia will seek condemnation of nu-
clear testing at next month’s Commonwealth
Heads of Government Meeting in New Zea-
land.

It is also lobbying with Japan and New
Zealand for an anti-testing resolution within
the United Nations.

OAS HITS FRENCH TESTS

French nuclear tests are detrimental to
peace and international security, the Mexi-
can ambassador to the OAS said as she as-
sumed the rotating presidency of the organi-
zation’s permanent council.

Ambassador Carmen Moreno de Del Cueto
restated the Organization of American
States’ call for France to end its tests in the
South Pacific.

‘‘I deeply regret that the French govern-
ment has ignored [our] call . . . to suspend
the nuclear tests,’’ she said. ‘‘I reiterate our
call . . . and urge the French government to
finally suspend their nuclear tests, which do
not contribute to either peace or inter-
national security.’’

Mrs. Moreno de Del Cueto thanked the
OAS for its gradual reforms.

‘‘Little by little the OAS has moved for-
ward in pluralism and tolerance and has
begun to eliminate the radical bad habits of
the Cold War,’’ she said last week.

DO NOT USE SCARE TACTICS

The SPEAKER pro tempore. Under
the Speaker’s announced policy of May
12, 1995, the gentleman from Kentucky
[Mr. WHITFIELD] is recognized during
morning business for 3 minutes.

Mr. WHITFIELD. Mr. Speaker, I have
in my hands today an article taken
from yesterday’s Wall Street Journal
entitled ‘‘Clinton Recruits Campaign
Team of Nasty Boys.’’ I would like to
just read the first paragraph:

Gearing up for 1996, President Clinton is
fielding a motley crew of reelection strate-
gists with reputations for shrewdness and
ruthless tactics. A mainstay on his team,
New Yorker Henry Sheilkoph, readily boasts,
‘‘I subscribe to terror.’’ Last year, in speak-
ing to a convention of political consultants,
Mr. Sheilkoph told a gathering that terror
works in political campaigns because it is so
easy to make people hate.

What a sad commentary that is on
the political system in America that
political strategists would deliberately
be trying to terrorize and scare people
in America, and the efforts to terrorize
have already started in the area of
Medicare.

As you know Medicare will be bank-
rupt by the year 2002, according to the
President’s own board of trustees, and
we are committed to preserving that
plan, to make it a better plan than it
is today. Under the Republican plan,
we are going to be spending $355 billion
more over the next 6 years, 7 years, on
Medicare than were spent in the past 7
years.

But more important than that, if you
work in a major corporation today or if
you work in the Federal Government
today, or if you are in the U.S. Con-
gress today, you have options to choose
your health care from five or six dif-
ferent plans. But if you are a senior
citizen in America today, you have one
option, a fee-for-service option.

Some suburban areas and urban
areas, you have an HMO that you can
participate in. But we are going to pro-
vide senior citizens with additional op-
tions. If they want to keep the system
they have today, they can do so. If they
want to go to an HMO, they can do so.
If they want to go to provider service
networks, they can do so. If they want
to be into a medical savings account,
paid for by the Government, they can
do so.

So I would urge the President, I
would urge those Members of the
Democratic Party who are trying to
use this issue to scare the American
people, to come forward and be honest
and say, ‘‘Yes, this is going to be a bet-
ter system.’’

We do not need nasty boys, so to
speak, running political campaigns in
America.

f

MEDICARE FRAUD AND ABUSE

The SPEAKER pro tempore. Under
the Speaker’s announced policy of May
12, 1995, the gentlewoman from Con-
necticut [Ms. DELAURO] is recognized
during morning business for 5 minutes.
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Ms. DELAURO. Mr. Speaker, this

week the House of Representatives will
take up unprecedented cuts of $270 bil-
lion from Medicare which has been a
lifeline for over 37 million seniors. Dur-
ing its 30 year legacy, Medicare has
provided our elders with the security of
health care coverage and has lifted
millions of our seniors out of poverty.
Medicare is a solemn contract between
this Nation and our elders. It should
not be tampered with lightly.

Over the years, those of us genuinely
concerned with strengthening the Med-
icare system have urged a crackdown
on Medicare fraud. The Congressional
Budget Office estimates that stopping
the growing problem of fraud will reap
billions of dollars in savings.

But you don’t need some policy-
wonk’s study to tell you that the sys-
tem is rampant with waste, fraud, and
abuse. Just visit one of our Nation’s
senior centers and sit down for a senior
lunch and ask one of our senior citizens
to show you their bills.

However, the Republican bill we will
take up later this week does not tough-
en enforcement. It does not even defend
the status quo. Even worse, the Repub-
licans turn back the clock on cracking
down on Medicare fraud.

Sadly, I am not surprised. As Speak-
er GINGRICH said last week in this
Washington Times article, in his feeble
effort to defend GOP moves to reduce
penalties and enforcement efforts
against Medicare fraud: ‘‘murderers
out after 3 years’’ and rapists who
don’t even get tried.’’ ‘‘For the mo-
ment, I’d rather lock up the murderers,
the rapists and the drug dealers,’’ he
said. ‘‘Once we start getting some va-
cant jail space, I’d be glad to look at
it.’’

The Republican leadership is not in-
terested in correcting and punishing
the criminal elements in the Medicare
system. Because that may hurt the
special interest supporters in the medi-
cal industry.

Their priority is to ensure that the
special interest supporters in the medi-
cal industry are taken care of, with
minimal losses in this debate on cut-
ting Medicare.

So, while the Speaker cuts a deal in
a backroom with the American Medical
Association to make sure that the in-
terests of doctors are protected, while
the health care cheats make a fast
buck at the government’s expense, sen-
iors are being asked to pay more in
out-of-pocket costs and deductibles.

My colleagues on the other side of
the aisle have abandoned the most ob-
vious of the potential savings in the
Medicare program: Combating Medi-
care fraud and abuse. I introduced leg-
islation this Congress, the Health Care
Prosecution Act, to do just that. My
bill stops health care cheats in their
tracks, retrieves the financial losses in
restitution and fines, and puts the
criminals behind bars so that they are
unable to promulgate more health care
scams in the future.

Further, my legislation establishes a
temporary health care fraud and abuse

commission to study the nature, and
extent of fraud in our system. The
commission would make recommenda-
tions to Congress on innovative ap-
proaches to attack fraud.

Mr. Speaker, I think my bill is a good
one but it is not the only effective way
to crack down on fraud. There are lots
of good ideas out there about how to
rid our system of the scams that are
ripping off our Nation’s seniors and
taxpayers.

I am sorry that my Republican col-
leagues have chosen to pursue none of
them.

f

THE GOAL OF THE MEDICARE
PRESERVATION ACT

The SPEAKER pro tempore. Under
the Speaker’s announced policy of May
12, 1995, the gentleman from Ohio [Mr.
HOKE] is recognized during morning
business for 5 minutes.

Mr. HOKE. Mr. Speaker, on April 3,
1995, the Medicare trustees, which in-
clude three members of the President’s
Cabinet, issued the following warning:
‘‘Medicare begins going bankrupt next
year, and unless prompt and decisive
action is taken, Medicare will be com-
pletely out of money by 2002.’’

There is no reason to doubt the accu-
racy of the report or its conclusion,
and I urge every American to obtain an
official summary of the report from
their Congressman’s or Congress-
woman’s office to judge for themselves.
They can get that by calling 202–225–
3121, that is, 202–225–3121. Ask for an of-
ficial 14 page summary of the Medicare
trustees’ report.

This week, the House of Representa-
tives will take a giant step forward to-
ward putting Medicare back on sound
fiscal footing and giving our seniors
the same choices enjoyed by Federal
employees, including Members of Con-
gress and all citizens in the private sec-
tor when it passes the Medicare Preser-
vation Act of 1995.

The goal of the Medicare Preserva-
tion Act is to preserve Medicare for
current beneficiaries, protect future
beneficiaries, and strengthen it
through reforms that have been tested
and proven in the private sector. The
bottom line is that if Medicare is not
reformed, either seniors will be forced
to accept sharply curtailed medical
services or working Americans will be
forced to pay increased payroll taxes
estimated by the Heritage Foundation
to cost my constituents in north-
eastern Ohio an average of an addi-
tional $1,200 per year.

Under the Medicare Preservation
Act, total Medicare spending will in-
crease, will increase, will increase, will
increase 54 percent from $161 billion in
1995 to $274 billion in 2002.

b 1245

On an annual per beneficiary basis,
average spending will increase, that
was increase, from $4,800 today to more
than $6,700 in 2002. Obviously not only
is Medicare not being cut, but at an av-

erage increase of about 6.5 percent per
year it will grow faster than the cur-
rent 2.3 percent of private sector medi-
cal inflation and more than fast
enough to accommodate all new en-
trants into the system. Only in the bi-
zarre and convoluted world of Washing-
ton bookkeeping and partisan bicker-
ing can such an indisputable spending
increase be called a cut.

The Medicare Preservation Act will
give seniors the same four choices that
all Federal employees, including Mem-
bers of Congress, have. First, if they
want to, seniors can stay with the cur-
rent Medicare system exactly as it is
today, and, if they choose another op-
tion and decide later they want to re-
turn to traditional Medicare, they can
do that, too. No senior citizen will be
forced to give up his or her current
Medicare coverage, switch doctors, or
be forced into a plan that they do not
want.

Second, seniors can opt for managed
care and join a health maintenance or-
ganization, or HMO, in which bene-
ficiaries agree to receive their medical
care from a defined pool of providers in
exchange for lower out-of-pocket ex-
penses and broader coverage, which
might include prescription drugs, den-
tal care, and eye wear. Many seniors,
particularly those those private physi-
cians are already associated with the
HMO that they choose, will find this to
be an attractive alternative.

Third, seniors can opt for a medical
savings account plan which uses the
beneficiary’s Medicare stipend to fund
both catastrophic health insurance
plus an MSA, a medical savings ac-
count, out of which seniors would pay
for routine medical needs. Seniors
choosing this plan would have com-
plete control over the money they
spend on medical care, and any money
left over in the medical savings ac-
count at the end of the year would be-
long to the senior, not to the insurance
company nor to the Government. Sen-
iors can join provider service networks
similar to HMO’s organized by doctors
and hospitals themselves.

The Medicare Preservation Act will
also aggressively attack waste, fraud,
and abuse that has contributed so
much to Medicare’s rising costs. In-
credibly, the Congressional Budget Of-
fice has estimated that as much as 20
percent of Medicare spending is fraudu-
lent. The Medicare Preservation Act
requires the Department of Health and
Human Services to identify and elimi-
nate these huge losses, including finan-
cially rewarding Medicare recipients
who report abuses. It makes doctors
and hospitals accountable for their ac-
tions, and imposes stiff new penalties
on anyone caught defrauding Medicare.

Another important point is that the
portion of Medicare part B costs paid
by seniors through premiums, cur-
rently 31.5 percent, will not change.
Over the past 7 years, part B premiums
have nearly doubled, rising from $24.80
in 1988 to $46.10 today.
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Mr. Speaker, that is the plan. It is in-

novative, responsible, and cost effec-
tive, and we are going to pass it on
Thursday.

f

SAVING MEDICARE

The SPEAKER pro tempore (Mr.
CLINGER). Under the Speaker’s an-
nounced policy of May 12, 1995, the gen-
tleman from New Jersey [Mr. PALLONE]
is recognized during morning business
for 5 minutes.

Mr. PALLONE. Mr. Speaker, I would
also like to use my time to talk about
Medicare. As we know, the Republican
leadership plans to bring up their cuts
in Medicare and their program that in
my opinion will destroy the Medicare
system in the bill this Thursday, with-
out really any significant debate that
has occurred so far.

I think there are many aspects of
this Republican Medicare plan that dis-
turb me greatly, but the one thing I
think that has not been stressed
enough is how this is going to have
such a negative impact on the quality
of health care in the United States.

There was an article last Friday in
the New York Times, an op-ed by Mr.
Melvin Connor out of Atlanta. He says
essentially what these changes in Med-
icare as well as Medicaid are going to
do is to create a third-world atmos-
phere, essentially, for health care in
the United States. He calls it ‘‘Medi-
care and the Third Worldization of
America.’’

The reason he says this essentially is
because when you take so much money
out of the health care system, out of
Medicare and out of Medicaid—and we
are talking about $450 billion—the in-
evitable result is that the system is
squeezed so much that the quality of
health care suffers.

Few people I think realize this. Many
of us realize that our country has the
best health care system in the world. It
is not always evenly distributed. A lot
of the poor people or the poor elderly
oftentimes do not have the best quality
care or access to that best quality care.
But the bottom line is that the system
as a whole works fairly well right now,
and we do have the best quality care in
the world.

But what this proposal does, what
the Republican proposal does, is to ba-
sically cap the Medicare Program and
limit Medicare spending to specific dol-
lar amounts in the law. These caps—
and not the choice that the Repub-
licans talk about, which is not going to
be there—these caps on Medicare
spending essentially yield the enor-
mous Medicare budget savings that the
Republicans keep talking about.

But the problem is that the caps on
spending bear no relationship whatso-
ever to the costs of health care. In-
stead, they were set up to produce the
budget savings Republicans need to pay
for their tax cut for the wealthy. When
inflation and enrollment growth push
Medicare costs beyond these arbitrary
budget caps, Medicare and the elderly

and disabled citizens that are part of
the program will be at serious risk.

Now, one of the previous speakers
this morning talked about the trustees
and said well, we have to do something
to Medicare; otherwise it is going to go
broke.

That simply is not true. If you look
at the trustees report that comes out
this year that estimates that the pro-
gram has another 7 years, every year
over the last 25 or 30 years the trustees
have come out with a report. Some-
times they have predicted insolvency
in 2 years, sometimes in 7, sometimes
in 10.

The bottom line is that the trustees
are not saying that this kind of a cut,
that this magnitude of a cut in the
Medicare Program, is what is necessary
in order to keep Medicare solvent. In
fact, in a letter that I previously
quoted from Robert Rubin, the Sec-
retary of the Treasury, dated Septem-
ber 21, to the Speaker, to Speaker
GINGRICH, he simply said:

No Member of Congress should vote for $270
billion in Medicare cuts believing that reduc-
tions of this size have been recommended by
the Medicare trustees or that such reduc-
tions are needed now to prevent an imminent
funding crisis. That would be factually incor-
rect.

In fact, the trustees have not said
that. The trustees have said that some-
thing like $90 billion in savings would
do fine in order to keep the Medicare
Program solvent well beyond the next 7
years.

What we are talking about here is an
effort to basically squeeze all this
money out of the Medicare Program
and provide us essentially with a third
world health care system just in order
to achieve a tax cut for the wealthy. If
anybody doubts that, I would suggest
to them that they look at what came
out of the House Committee on Com-
merce, which is the committee that I
serve on in Congress. We tried in the
Committee on Commerce when we were
marking up the Medicare bill last week
to make the point that if you really
felt that these cuts were not being
achieved in order to give a tax break
for the wealthy, then why not take the
Medicare Program out of this budget
reconciliation bill that we are consid-
ering in Congress right now?

In other words, if the Republicans
really believe that they are trying to
save Medicare, rather than take this
money that they are cutting and using
it for a tax cut for the wealthy, then
why do they need to deal with Medi-
care in the context of the budget? Why
do they not give us some time, a couple
weeks, a couple months, to look at the
Medicare Program, to look at all its
different aspects, and try to deal with
it in a way that tries to come up with
a better quality health care system,
not a worse one?

The answer is very simple. They were
not willing to do that. We actually sub-
mitted an amendment in the Commit-
tee on Commerce to take the bill out of
the reconciliation, and it failed along a

partisan vote line because the Repub-
licans are not serious. They want to
use the money for the tax cut.

f

THE RAPID GROWTH IN TRAVEL
AND TOURISM

The SPEAKER pro tempore. Under
the Speaker’s announced policy of May
12, 1995, the gentleman from Wisconsin
[Mr. ROTH] is recognized during morn-
ing business for 5 minutes.

Mr. ROTH. Mr. Speaker, America
needs a bold agenda for change, change
not only in the way we do business, but
in a new way at looking at the world.
Consider for a moment that the single
largest global revenue producer for in-
dividuals and governments, travel and
tourism, has been almost totally ig-
nored. Yet, like a sleeping giant, travel
and tourism is awakening from its
slumber, and everyone, particularly
the politicians, will have to stand and
take notice.

This year, travel and tourism is fi-
nally getting a little of the recognition
it deserves, and justly so. Travel and
tourism employs some 204 million
worldwide, almost as many people as
we have living in the United States
minus California. That equals 10 per-
cent of the global work force.

Tourism produces $655 billion in tax
revenue. More than 10 percent of all
capital investment worldwide goes into
travel and tourism. Maybe that is why
travel and tourism is growing 23 per-
cent faster than the world economy.

But the most revealing statistic, the
one that should make all of us collec-
tively hang a welcome sign on every
port of entry into the United States, is
that there is an increase of some 50
million travelers, an increase of some
50 million travelers worldwide in the
next 5 years. This could mean tens of
thousands of new jobs for American
workers, but only if we in Congress
have the foresight to take advantage of
this remarkable opportunity.

Yet when it comes to travel and tour-
ism, we in Congress have been more
than willing to take a back seat to any
other country in the world, any coun-
try, that is willing to put priority in
job creation. We in Congress have been
oblivious to the dynamics of travel and
tourism, the tremendous force in this
industry, the tremendous force it has
on our economy. We are all too often
engrossed in issues of the day and fail
to take a look at the big picture.

That is why as chairman of the 297-
member Travel and Tourism Caucus,
the largest caucus in Congress, I ask
all Members to focus on the juggernaut
of this global economy.

Also, on a personal note for each
Member, let me repeat a fact that you
are all acquainted with. Travel and
tourism is either the first, second, or
third largest employer in your congres-
sional district. These are the busi-
nesses, the working men and women in
your district. Think of them when you
think of travel and tourism. Virtually
all over the world, and particularly in
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the United States, travel and tourism
is the predominant industry for jobs
that our people need. But note well,
the United States is losing its market
share in travel and tourism, and this
means that we are losing jobs and tax
revenue.

Effectively ignored all too often by
Congress for its economic benefits,
travel and tourism has had a rough row
to hoe, a road full of tax pitfalls, dis-
incentives and economic roadblocks,
and American workers, small busi-
nesses and local economies, especially
in our small towns, have suffered.

What should we do? I will start by
telling you what I am not willing to do.
I am not willing to see thousands of
new jobs created in other countries and
sit back wondering why it did not hap-
pen here in the United States. I am not
willing to see Main Street, America
fade away and then wonder was there
something I could have done or other
Members of Congress could have done.

On October 30 and 31 of this year, in
a few days, we will hold the first ever
White House Conference on Travel and
Tourism. We are going to strategize on
a national tourism plan that will cre-
ate jobs here in America, keep Main
Street alive, and pump new tourism
dollars into our local economies.

As a member of the Travel and Tour-
ism Caucus, this is your conference,
too. Come, take part, and get in step
with the American working people. One
out of every nine workers is employed
by travel and tourism. Just think of
the tremendous impact this industry
has on your congressional district.

For us the travel and tourism indus-
try is the No. 1 source of foreign reve-
nue. Fifty-six billion dollars came into
the United States last year because of
foreign tourists, $56 billion that we did
not have to get from our taxpayers
here in this country. Travel and tour-
ism has moved to the forefront of our
national economy. It cannot be ig-
nored, and justly so.

Mr. Speaker, if the Members have not
already done so, I invite them as Mem-
bers of Congress to join the 297 mem-
bers of the Travel and Tourism Caucus.
Join us on October 30 and 31 at the
White House conference and get in-
volved in this blockbuster industry of
the 1990’s and the 21st century.

Let me predict that as we move into
the new century, travel and tourism
will be No. 1 in jobs, No. 1 in revenue,
No. 1 in economic activity, and I invite
you all to join the Travel and Tourism
Caucus today.

f

MORE COMPREHENSIVE DEBATE
NEEDED ON MEDICARE PLAN

The SPEAKER pro tempore. Under
the Speaker’s announced policy of May
12, 1995, the gentleman from Illinois
[Mr. DURBIN] is recognized during
morning business for 5 minutes.

Mr. DURBIN. Mr. Speaker, if the
Gingrich Republican plan to cut $270
billion out of Medicare is such a good
idea, why were there no committee

hearings to speak of? Why was this bill
not brought to the floor so Members
could have an opportunity to amend it
and debate it at length?

In fact, this week on the floor of the
House of Representatives in Washing-
ton, DC, we will consider this $270 bil-
lion cut in Medicare, the biggest cut in
the history of this program, with only
a handful of days of hearings in various
committees, and a very limited oppor-
tunity for debate. It is no surprise that
over the weekend, if you read the New
York Times, you find that more things
are starting to trickle out in terms of
what is included in this Medicare
change.

b 1300

Some of the changes that are being
proposed are absolutely horrible. One
of the worst relates to the fraud and
abuse of the Medicare system. Most of
the people that we talk to, who are on
Medicare, believe the system needs to
be changed and improved. I certainly
do.

One of the first places they suggest
that we turn to is to stop overbilling,
stop the overcharging of the Govern-
ment for medical services. We know
that the vast majority of health care
providers under Medicare are honest,
ethical people. The doctors, the hos-
pital administrators, those who provide
various medical equipment and medi-
cal supplies are by and large very hon-
est people, but 1 or 2 percent of them
are not and they cost us as taxpayers
dearly.

The General Accounting Office esti-
mates that about 10 percent of all the
billing to Medicare each year is fraudu-
lent, to the tune of about $18 billion a
year, more than enough to make Medi-
care a sound system for years to come.
Unfortunately, if we look closely at
what Mr. GINGRICH has proposed under
his Medicare reform, we find instead of
tightening it up to eliminate the fraud
and to eliminate the abuse, the gen-
tleman takes a step in the opposite di-
rection. He lifts the burden now put on
Medicare providers so that they cannot
be guilty of self-referral.

What is self-referral? OK. A senior
goes to the doctor, the doctors takes a
look at the person and says, ‘‘I think
you need a test.’’ Now, how many of us
would argue with a doctor at that
point? ‘‘If I need a test, Doctor, and
you think it is right, let us do it.’’ But
we found out something curious. If the
doctor owns the laboratory that per-
forms the test, the inspector general’s
office finds out that 45 percent more
tests are ordered.

The doctor is not only making money
out of the examination, the doctor is
making money out of the test. In fact,
they are overtesting the patients, be-
yond what they need for good health
care. We put in some regulations and
said let us put an end to it. If a patient
needs it, if a patient needs a test, let us
do it, but this sort of self-referral so
that some doctors who own the labs
can make more money is a rip-off.

Well, guess what? Along comes the
Gingrich Medicare proposal and the
whole question of self-referral is
pushed to the back.

Then there is a question of kick-
backs. We honestly found in the last 2
years dramatic instances of kickbacks,
where one group of physicians was re-
ferring to another group of physicians,
when it was totally unnecessary, and
the second group of physicians would
kick back some money to the first
group for the referral. In one instance,
one group paid over $300 million in
fines for these kickbacks under Medi-
care. In the second instance, over $150
million in fines.

So what does the Gingrich Medicare
bill do about this? Sad to say, it makes
it easier for this kind of kickback to
take place. It reduces the likelihood
that any medical provider is going to
be found of any kind of criminal pen-
alty as a result of this kind of waste
and abuse.

Mr. Speaker, there should be things
Democrats and Republicans agree on in
this town when it comes to Medicare.
The first and foremost of these should
be that the seniors should not be ripped
off, they should not pay more out-of-
pocket for medical care than they
ought to, but, more importantly is,
taxpayers should not be ripped off.

Why in the world at a time when we
are facing these deficits should we
allow this Medicare system to become
so lax and so flabby that, in fact, it is
overcharging taxpayers to the tune of
more than $18 billion a year? So along
come my Republican friends, having
sat down and struck a deal with the
doctors of America, the AMA, and they
are going to relax the standards when
it comes to waste and fraud. That is
not fair. I do not think anybody in this
country believes that is fair. It may be
a sweetheart deal, but it is one that
should see the light of day.

Mr. Speaker, it should trouble every-
body listening to this that the fact is
we are going to consider the most sig-
nificant change in Medicare this week
by the Gingrich Republicans without
the light of day, without an oppor-
tunity to bring these proposals before
the public. We will hear about them,
but I hope we hear about them before it
is too late.

f

SUPPORT THE MEDICARE
PRESERVATION ACT

The SPEAKER pro tempore. Under
the Speaker’s announced policy of May
12, 1995, the gentleman from Maryland
[Mr. BARTLETT] is recognized during
morning business for 5 minutes.

Mr. BARTLETT of Maryland. Mr.
Speaker, this week, this Thursday, the
House of Representatives will vote on a
plan that will save and preserve the
Medicare program for the current gen-
eration of senior citizens by introduc-
ing choice and competition into this 30-
year-old health insurance program for
the elderly and disabled.
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Let me start by reviewing why these

changes are necessary. Then I want to
talk about some of these changes.

The trustees of Medicare, four of
them appointed by President Clinton,
three of them Cabinet Secretaries,
warned America in their April annual
report that the Medicare part A trust
fund that pays hospital bills will go
bankrupt by 2002.

Beginning next year, in 1996, for the
first time in the history of Medicare,
more money will be spent on senior’s
hospital bills then will come into the
trust fund from the payroll taxes that
are paid out of the wages of current
workers.

If we do nothing, seniors’ out-of-
pocket costs would continue to climb
and Medicare would be bankrupt in 7
years.

If we do nothing and Medicare goes
bankrupt, the Government does not
have the authority to pay for the hos-
pital bills of any one senior, let alone
the 37 million who now depend on it,
and the millions more who will need it
in the future.

Clearly doing nothing was not a re-
sponsible or acceptable option. The
problem will not go away—it will only
get worse.

Republicans stepped up to the chal-
lenge of saving Medicare because Medi-
care is a vital program that is too im-
portant for politics as usual. That is
why we began in the spring and have
continued throughout year to hold
hearings here in Washington. In fact,
between the House and the Senate
there have been 50 hearings.

More importantly, we have held
meetings back at home with seniors,
doctors, nurses, hospital administra-
tors, insurance companies, advocacy
groups such as the American Associa-
tion of Retired Persons—AARP.

Based on what the people in western
Maryland told me and what other
members learned from their constitu-
ents, we developed the Medicare Pres-
ervation Act.

The Medicare Preservation Act is
based on two simple, but effective prin-
ciples: First, choice for seniors, and
second, competition among health care
providers.

Choice and competition always do
two things in our free enterprise sys-
tem: Lower costs, and improve quality.
That is what the Medicare Preserva-
tion Act is about. That is what the
Medicare Preservation Act will do. It
will give seniors the right to choose
the health care and health care insur-
ance plan that best meets their needs,
not the Government’s. It will give sen-
iors the choice between traditional
Medicare or new options.

If seniors do nothing, they will keep
traditional Medicare. It will preserve
seniors’ right to keep their current
doctor and hospital. I have two special
concerns that the Medicare Preserva-
tion Act solves.

Rural areas of America, such as west-
ern Maryland, will greatly benefit from
the new option of provider service net-

works—or PSN’s. Provider service net-
works are collaborative partnerships
between hospitals and doctors that will
compete against insurance companies.
Provider service networks already
exist in western Maryland, but they
are hampered by unbelievable amounts
of redtape.

The unnecessary redtape is elimi-
nated under the Medicare Preservation
Act so that doctors and hospitals can
concentrate on what they want to do
and should do—take care of patients.
That is why the Maryland State Medi-
cal Society supports the Medicare
Preservation Act.

Seniors know that fraud is a big
problem in Medicare. The GAO esti-
mates 10 percent or so. The Heritage
Foundation estimates up to 20 percent
of Medicare costs—that is up to $32 bil-
lion is estimated to be lost to waste,
fraud or abuse each year.

For instance, Mr. Charles Hardy of
Cumberland, MD, found that Medicare
was billed for services for his mother—
after she died. The Medicare Preserva-
tion Act attacks waste, fraud, and
abuse in two ways.

First, it sets up a rebate program
that will award people like Mr. Hardy
with 10 percent of savings over $1,000.
Mr. Hardy got no reward for being dili-
gent. People like Mr. Hardy deserve a
reward for taking the time and trouble
to look for and report mistakes they
find in Medicare bills. Health care pro-
viders need to be aware that people
like Mr. Hardy are paying attention.

Second, the new options for seniors
that will be created by the Medicare
Preservation Act means that doctors
and hospitals, health management or-
ganizations, insurance companies, and
provider service networks will have to
compete for senior’s business based on
quality and price.

The Medicare Preservation Act is a
real, honest, practical, long term, solu-
tion that will save Medicare because it
is based upon the two key advantages
that we seniors have.

We are smart because of the accumu-
lated wisdom of our experience.

We have the time to pick the plan
that is right for us.

I urge all of my colleagues to join me
in supporting the Medicare Preserva-
tion Act.

f

SUPPRESSION OF POLITICAL
ADVOCACY AND FREE SPEECH

The SPEAKER pro tempore. Under
the Speaker’s announced policy of May
12, 1995, the gentleman from Colorado
[Mr. SKAGGS] is recognized during
morning business for 5 minutes.

Mr. SKAGGS. Mr. Speaker, I would
like to address for just a few minutes a
proposal that is pending in the House
that is generally referred to as the
Istook amendment or the Istook-
McIntosh proposal. What, one may ask,
is that about? Well, this is an effort to
set up a very, very complicated system
for regulating, if one can believe this,
regulating and really suppressing polit-

ical speech and political advocacy in
this democracy, which is based, of
course, on freedom of political speech
and association.

There are many, many aspects to
this proposal, but it is often
masqueraded, anyway, under the guise
of ending welfare for lobbyists. And
that may sound like a catchy and com-
pelling concept until we realize who it
is that we are talking about. This pro-
posal is intended to get at such organi-
zations as the American Red Cross, the
United Church of Christ, the YMCA,
the Girl Scouts, a whole range of main-
stream American charitable and phil-
anthropic organizations that happen,
in addition to their regular activities
in our communities, to be involved in
some fashion or other in the debate and
consideration in America of good pub-
lic policy.

Many of these organizations, as are
well known, are involved in a whole
range of philanthropic and charitable
activities in their communities in their
States. They learn about the problems
in our society from those activities,
and, understandably, they exercise
their first amendment rights to com-
municate those concerns to State and
local and Federal policymakers and
legislators. This proposal would put
limits on what they can do to help us
in the Congress or in the State capitals
do a better job.

Why? Well, I cannot really answer
that question. The proponents of this
proposal seem to think that we should
go back to a kind of 19th century view
of charity, in which the only thing that
is legitimate is to feed the poor, house
the homeless, do the fundamental good
works, which are clearly very, very im-
portant. But if they learn something
from that, that might help inform Gov-
ernment to do its job better, well, that
is out of line.

Mr. Speaker, this reminds me of our
colleague from Georgia, Mr. GING-
RICH’s, comments about wanting to go
back to a kind of 19th century orphan-
age way of dealing with children who
do not have the advantages of having
both parents at home.

Now, this is being called, this effort
to get at the political activities of non-
profits and, for that matter, individ-
uals and businesses that happen to be
involved in the political life of this
country, going after one of Washing-
ton’s dirty little secrets; that is that
somehow the idea that the YMCA or
the Girl Scouts or the American Red
Cross might be involved in political ad-
vocacy is an anathema.

Mr. Speaker, I think it may also have
something to do with wanting to divert
attention from one of the real dirty lit-
tle secrets in town right now, which is
the avoidance of dealing with real lob-
bying reform and real gift reform
around this place. We are preoccupied
in this proposal, again with, I think, a
real diversionary tactic.

When I am home, I at least do not
have a lot of people coming up to me
saying, ‘‘Congressman, I wish you
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would rein in the Girl Scouts from
being quite so active politically. It is
just an outrage.’’ Or commenting about
how dangerous it is to American soci-
ety to have the YMCA involved in the
debate about child care.
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But while we are off on this tangent,
people are being distracted from the
fundamental inaction in the House of
Representatives on real, central, politi-
cal reform here in the House; namely,
getting to the activities of real lobby-
ists and their inappropriate ways of
trying to influence decisions here
through a whole range of extra-
curricular activities, whether it is gifts
or meals or junkets or what have you.

Mr. Speaker, why haven’t we taken
up that legislation which most Mem-
bers of the House arrived in January
saying ought to be central to our re-
form agenda around here? Why are we
not doing that, rather than messing
around with this very, very trivializing
and, I think, insulting diversion about
wanting to make sure that the Girl
Scouts do not have too much say in the
political life of this country.

f

RECESS

The SPEAKER pro tempore (Mr.
CLINGER). There being no further re-
quests for morning business, pursuant
to clause 12, rule I, the House will
stand in recess until 2 p.m.

Accordingly (at 1 o’clock and 15 min-
utes p.m.), the House stood in recess
until 2 p.m.

f
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AFTER RECESS

The recess having expired, the House
was called to order by the Speaker pro
tempore (Mr. RIGGS) at 2 p.m.

f

PRAYER

The Chaplain, Rev. James David
Ford, D.D., offered the following pray-
er:

We pray, gracious God, for a clear vi-
sion of ourselves and of the world in
which we live and work and have our
being. Enable us to see ourselves as we
truly are—created in Your image and
marked by opportunities to be the peo-
ple You would have us be—and also
aware that we often miss the mark and
lose the vision. We know, O God, that if
we do not see the heavenly vision and
miss the direction for our lives, our
steps will wander and we will lose our
way. Open our eyes, gracious God, so
we see the path to freedom and oppor-
tunity and of service to others. This is
our earnest prayer. Amen.

f

JOURNAL

The SPEAKER pro tempore. The
Chair has examined the Journal of the
last day’s proceedings and announced
to the House his approval thereof.

Pursuant to clause 1 of rule I, the
Journal stands approved.

Mr. LINDER. Mr. Speaker, pursuant
to clause 1, rule I, I demand a vote on
agreeing to the Speaker’s approval of
the Journal.

The SPEAKER pro tempore. The
question is on the Chair’s approval of
the Journal.

The question was taken; and the
Speaker pro tempore announced that
the ayes appeared to have it.

Mr. LINDER. Mr. Speaker, I object to
the vote on the ground that a quorum
is not present and make the point of
order that a quorum is not present.

The SPEAKER pro tempore. Pursu-
ant to clause 5, rule I, further proceed-
ings on this question are postponed.

The point of no quorum is considered
withdrawn.

f

PLEDGE OF ALLEGIANCE

The SPEAKER pro tempore. The gen-
tleman from Ohio [Mr. TRAFICANT] will
lead the House in the Pledge of Alle-
giance.

Mr. TRAFICANT led the Pledge of Alle-
giance as follows:

I pledge allegiance to the Flag of the
United States of America, and to the
Republic for which it stands, one nation
under God, indivisible, with liberty and jus-
tice for all.

f

MESSAGE FROM THE SENATE

A message from the Senate by Mr.
Lundregan, one of its clerks, an-
nounced that the Senate had passed
with an amendment a bill of the House
of the following title:

H.R. 2076. An act making appropriations
for the Departments of Commerce, Justice,
and State, the Judiciary, and related agen-
cies for the fiscal year ending September 30,
1996, and for other purposes.

The message also announced that the
Senate insists upon its amendment to
the bill (H.R. 2076) ‘‘An Act making ap-
propriations for the Departments of
Commerce, Justice, and State, the Ju-
diciary, and related agencies for the
fiscal year ending September 30, 1996,
and for other purposes’’, requests a
conference with the House on the dis-
agreeing votes of the two Houses there-
on, and appoints Mr. GREGG, Mr. HAT-
FIELD, Mr. STEVENS, Mr. DOMENICI, Mr.
MCCONNELL, Mr. JEFFORDS, Mr. COCH-
RAN, Mr. HOLLINGS, Mr. BYRD, Mr.
INOUYE, Mr. BUMPERS, Mr. LAUTEN-
BERG, and Mr. KERREY to be the con-
ferees on the part of the Senate.

The message also announced that the
Senate had passed a bill of the follow-
ing title, in which the concurrence of
the House is requested:

S. 1267. An act to amend the Congressional
Award Act to revise and extend authorities
for the Congressional Award Board.

The message also announced that the
Senate disagrees to the amendments of
the House to the bill (S. 641) ‘‘An Act
to reauthorize the Ryan White CARE
Act of 1990, and for other purposes’’, re-
quests a conference with the House on

the disagreeing votes of the two Houses
thereon, and appoints Mrs. KASSEBAUM,
Mr. JEFFORDS, Mr. FRIST, Mr. KEN-
NEDY, and Mr. DODD, to be the con-
ferees on the part of the Senate.

The message also announced that the
Senate disagrees to the amendments of
the House to the bill (S. 652) ‘‘An Act
to provide for a pro-competitive, de-
regulatory national policy framework
designed to accelerate rapidly private
sector deployment of advanced tele-
communications and information tech-
nologies and services to all Americans
by opening all telecommunications
markets to competition, and for other
purposes’’, agrees to a conference asked
by the House on the disagreeing votes
of the two Houses thereon, and ap-
points Mr. PRESSLER, Mr. STEVENS, Mr.
MCCAIN, Mr. BURNS, Mr. GORTON, Mr.
LOTT, Mr. HOLLINGS, Mr. INOUYE, Mr.
FORD, Mr. EXON, and Mr. ROCKEFELLER,
to be the conferees on the part of the
Senate.

f

APPOINTMENT OF CONFEREE IN
LIEU OF CONFEREE ON S. 395,
ALASKA POWER ADMINISTRA-
TION ASSET SALE AND TERMI-
NATION ACT

The SPEAKER pro tempore. The
Chair appoints, without objection, Mr.
OBERSTAR as a conferee for consider-
ation of House amendment No. 4 for
the conference on the bill S. 395 to fill
the vacancy resulting from the resigna-
tion from the House of the gentleman
from California, Mr. Mineta.

There was no objection.
The SPEAKER pro tempore. The

Clerk will notify the Senate of the
change in conferees.

f

ACT NOW TO PRESERVE
MEDICARE

(Mr. LINDER asked and was given
permission to address the House for 1
minute.)

Mr. LINDER. Mr. Speaker, Medicare
is a lot like a 1965 model car. It is com-
fortable transportation, but it may not
always be reliable. The 1965 model
lacks the efficiency of the newer cars
and is expensive to maintain.

The Medicare Preservation Act would
allow folks to have the health care
equivalent of a new car with air-condi-
tioning, better gas mileage, or other
options of their choice. The technology
has improved and the new safety fea-
tures are important. Of course, those
who prefer the classic car are welcome
to keep it.

I urge the American people and par-
ticularly our senior citizens to be in-
formed consumers. Do not be hastily
swayed by the advertising of AARP and
other groups which depend on Govern-
ment spending and bureaucracy for
their livelihoods.

When individuals in my district in
Georgia understand the facts of the
Medicare crisis they soon realize that
the Medicare Preservation Act is the
best solution. They know we must act
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now to save Medicare for today’s retir-
ees and preserve it for the next genera-
tion.

f

SPECIAL INTERESTS WINNING IN
REPUBLICAN MEDICARE PRO-
POSAL

(Ms. DELAURO asked and was given
permission to address the House for 1
minute and to revise and extend her re-
marks.)

Ms. DELAURO. Mr. Speaker, last
week, we learned the extent to which
the special interests are winning out
over the public interests when it comes
to the Republican Medicare proposal.
Two groups came to Washington to
protest the GOP plan to cut $270 billion
from Medicare; one group got a $3 bil-
lion deal, the other got arrested.

Here is a photo, of 67-year-old Ro-
berta Saxton as she is handcuffed by
Capitol Police. Her crime? She came to
the people’s House to ask questions
about plans to change her health care
plan.

While Roberta was being arrested,
the American Medical Association was
treated to a different reception. They
did not get handcuffed, they got hand-
ed a $3 billion deal in a private meeting
with Speaker GINGRICH. As the New
York Times editorialized this weekend
in a piece entitled ‘‘Bribes for the Doc-
tors’’—the Speaker’s concessions made
an already bad Medicare bill substan-
tially worse. This bill was never de-
signed to give the elderly high quality
health care. It is less likely to do so
now.

f

MEDICARE PRESERVATION ACT
WILL PRESERVE, PROTECT, AND
STRENGTHEN MEDICARE

(Mr. JONES asked and was given per-
mission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. JONES. Mr. Speaker, the Repub-
lican Party has boldly led the 104th
Congress in the effort to save Medicare.
However, these efforts are being chal-
lenged by Washington-based special in-
terest groups who are receiving tax
dollars.

The AFL–CIO has received $1.3 mil-
lion in Federal grants but has spent
$1.4 million attacking Medicare. The
AARP has received $24 million and the
National Council of Senior Citizens re-
ceived $71 million. The American tax-
payers should not be forced to fund lob-
byists who intentionally mislead our
elderly.

The Medicare Preservation Act will
preserve Medicare for future genera-
tions, protect the program so that
Medicare will stay as the beneficiaries
know it to be, and strengthen it to pro-
vide coverage options, that empower
citizens to choose the health plan that
fits their needs.

Instead of helping save Medicare,
these special interest groups are trying
to hold back the progress that must be
made.

IN MEMORY OF MEREDITH MILLER

(Mr. GIBBONS asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. GIBBONS. Mr. Speaker, we pause
here today for just a moment to re-
member Meredith Miller.

Meredith Miller was murdered a year
ago today as she was returning from
studying to her residence in Virginia.

Meredith Miller was one of those
wonderful kinds of persons. She was a
very bright student, a wonderful giver.
She gave of herself to many wonderful
causes, and she was preparing to lead a
really spectacular life.

Her murder was unusually brutal. It
was a terrible loss of a wonderful life
and a terrible loss to her mother and
father and her brother and her kin and
family and friends who reside in my
congressional district.

We all loved Meredith Miller. She
was the kind of person we want our
daughters to be. She was the kind of
American we want our fellow citizens
to be.

Justice was done. The murderers
were captured. The murderers were
tried and sentenced, and they are now
serving time in jail. But nothing can
return to Meredith Miller her life or to
her family their wonderful daughter
and sister.

All murder is useless, but Meredith
Miller’s murder was useless, tragic, and
a horrible crime.

Let us pause and remember Meredith
Miller.

f

MEREDITH MILLER WILL ALWAYS
BE REMEMBERED

(Mr. BUNN of Oregon asked and was
given permission to address the House
for 1 minute and to revise and extend
his remarks.)

Mr. BUNN of Oregon. Mr. Speaker,
before we start today’s business, I
would like all of my colleagues to help
me remember a young woman dedi-
cated to change. This young woman’s
story is one that all of my colleagues,
on both sides of the aisle, should keep
close to their hearts. Her name is Mer-
edith Miller.

Meredith Miller was a student at the
George Washington University. Ex-
actly 1 year ago today, she was return-
ing from a study session when she be-
came the victim of a murder. Meredith
was an honor student at Princeton Uni-
versity and was attending graduate
school here working toward her Mas-
ters Degree. She was pursuing her
dream, to make a positive change in
this world, but her dream was taken
from her.

A member of my staff was a friend of
hers and has told me that she was an
inspiration to all the people she
touched. We can all learn something
from the tragic events that took Mary
away from her family and friends; do
not take anything in this life for grant-
ed, live each day to its fullest, and give

thanks to the Lord for all that He has
given you.

We, as Members of Congress and lead-
ers of this Nation, must work to keep
our streets safe and bring criminals to
justice. If the dreams of the next gen-
eration of leaders, of which Mary was
certainly one, are to be fulfilled we
must lay that foundation today. We are
charged with the duty of ensuring that
the hopes and dreams of our Nation’s
future leaders, such as Mary, can some-
day be reached.

Meredith, your friends and family
want you to know that you may be
gone but you will never be forgotten.

f

THE MILLION MAN MARCH

(Mr. TRAFICANT asked and was
given permission to address the House
for 1 minute and to revise and extend
his remarks.)

Mr. TRAFICANT. Mr. Speaker, I at-
tended the Million Man March. I
thought it was the right thing to do.

Many of my constituents were there.
They happened to be black. They also
happened to be Americans, and I try to
honestly be a Congressman for all peo-
ple.

The Million Man March was a
success. The message was powerful.
The themes were responsible: self-
responsibility, self-actualization, eco-
nomic independence, morality, love,
parenthood. Those are good messages
for all America.

Mr. Speaker, in closing, there is a re-
ality here. The Pope and Billy Graham
are great human beings, but the Pope
and Billy Graham and all of the reli-
gious leaders of the world will not
solve the race problem in America. It is
going to, in fact, require the help of all
people. Congress should join in and
commend that march. It was good for
the country.

f

JOIN US IN SAVING MEDICARE

(Mr. METCALF asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. METCALF. Mr. Speaker, it
would have been simple for the new Re-
publican majority to ignore Medicare’s
impending bankruptcy, hide the prob-
lem, create a quick fix, and let a Con-
gress 2 or 4 years down the road worry
about our seniors. But that is not what
the American people elected us to do.
The people spoke clearly when they
elected the new majority. They expect
more from us because they realize
those previously in control refused to
accept the responsibility of leadership.

The people expect us to do what is
right, and we will preserve and protect
and strengthen Medicare for the next
generation, not just for the next elec-
tion. We will not play politics with this
issue.

I urge all Members of this House to
stop the scare tactics and join with us
to save Medicare.
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CRACK DOWN ON MEDICARE

FRAUD
(Mr. BROWN of Ohio asked and was

given permission to address the House
for 1 minute.)

Mr. BROWN of Ohio. Mr. Speaker, in
an editorial on Friday, USA Today
said:

Medicare reform invites doctors to bend
the rules. Easing limits on physicians’ self-
referral is bound to cost the program billions
it cannot afford.

USA Today called the deal cut be-
tween the American Medical Associa-
tion and the Speaker a payoff to the
AMA. It simply eliminates fraud by le-
galizing it.

Another newspaper said the Speak-
er’s concessions made an already bad
Medicare bill substantially worse. This
bill was never designed to give the el-
derly high-quality care.

What concerns me most about that,
Mr. Speaker, is that we can save, and
this is a conservative estimate, we can
save $100 billion over the next 7 years
by going after fraud.

Instead of cutting Medicare $270 bil-
lion to give tax breaks to the wealthy,
we should go after fraud aggressively.
Crack down on fraud, that is what the
Medicare debate should be about, not
cutting Medicare, raising people’s pre-
miums and deductibles and copay $1,000
per person per year so we can give a
tax break to the wealthiest Americans.

f

SETTING THE RECORD STRAIGHT
ON MEDICARE

(Mr. LEWIS of Kentucky asked and
was given permission to address the
House for 1 minute and to revise and
extend his remarks.)

Mr. LEWIS of Kentucky. Mr. Speak-
er, why are Democrats willing to de-
stroy Medicare and then point an ac-
cusing finger at Republicans when we
are working hard to save it?

The Democrats’ arguments regarding
the Republican Medicare plan simply
make no sense. They say that Repub-
licans want to destroy Medicare. They
say we want to raise premiums and
deductibles to pay for a tax cut for the
rich. They say we want to close hos-
pitals and deny children and babies ac-
cess to decent health care. I resent
those remarks, especially since my
parents are 78 years old and depend on
Medicare.

These claims are beyond ludicrous,
and by even the most casual scrutiny,
no politician in their right mind would
ever support such draconian measures,
especially when their friends and fam-
ily would be harmed.

b 1415
Let us set the record straight. Repub-

licans will provide more choices for
seniors. Slowing of Medicare growth
cannot and will not be used to fund our
tax cuts. Our plan preserves, protects
and strengthens Medicare. It is sup-
ported by AMA and the U.S. Chamber
of Commerce, among others. Come on,
Democrats, start making sense. Think
before you speak.

PRIVATE ‘‘HEARINGS’’

(Miss COLLINS of Michigan asked
and was given permission to address
the House for 1 minute and to revise
and extend her remarks.)

Miss COLLINS of Michigan. Mr.
Speaker, I rise to call attention to one
of the many undemocratic practices
being utilized by the majority party
during this session of the Congress. As
I am sure you are aware, certain Mem-
bers of the U.S. House of Representa-
tives—including some freshmen Mem-
bers—have been claiming to have held
something they carelessly refer to as
hearings on legislation introduced—or
to be introduced—in this Congress,
when in fact some of these so-called
hearings were conducted without no-
tice to Members of the opposite politi-
cal party. Others of these so-called
hearings were nothing more than se-
cret meetings with special interest
groups, not hearings at all. Some of
these same Members have then falsely
claimed credit for holding an exagger-
ated number of hearings on certain im-
portant bills—including the bill de-
signed to dismantle the Commerce De-
partment, Medicare/Medicaid, and the
Clean Water Act—when in reality they
were conducting private meetings that
arbitrarily denied participation in the
legislative process to members of the
Democratic party and all other con-
cerned citizens who might be adversely
impacted by such legislation. I think it
is time to call a halt to such abuses of
the legislative process.

f

VOTE ‘‘YES’’ FOR THE MEDICARE
PRESERVATION ACT

(Mr. HEFLEY asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. HEFLEY. Mr. Speaker, Medicare
is going bankrupt. It took a while, but
my Democrat colleagues have finally
accepted this fact, and they are now
presenting a plan to reform Medicare.
This afternoon, I would like to com-
pare their plan with ours.

The Republican plan provides a long-
term solution. The Democrat plan ig-
nores the root of Medicare’s problems
and simply postpones Medicare’s bank-
ruptcy for 3 years.

The Republican plan focuses on ac-
countability—it’s a fair and realistic
plan. The Democrat plan is the epitome
of politics as usual—it offers
nonsolutions that fail to preserve the
program.

In short, the Republican plan saves
Medicare from bankruptcy. The Demo-
crat plan saves Democrats for the next
election.

Mr. Speaker, the list of major senior
groups, medical associations, and oth-
ers supporting the Republican plan
grows every day. I urge my colleagues
to vote to save Medicare. Vote ‘‘yes’’
for the Medicare Preservation Act.

TAKE MEDICARE PLAN TO THE
TRUSTEES

(Mrs. SCHROEDER asked and was
given permission to address the House
for 1 minute and to revise and extend
her remarks.)

Mrs. SCHROEDER. Mr. Speaker, I
think as we talk about Medicare, the
real issue is the trustees. We have some
nonpoliticians here, trustees, who over-
see Medicare. As we hear people on the
other side accusing us of MediScare or
that their program is better, or what-
ever they want to say, all I want to say
to them is please take your plan to the
trustees and see if it fits what the
trustees have asked for.

When they were arresting seniors
last week, one senior, as her handcuffs
were being put on, looked up at the po-
lice officer and said: ‘‘Do you have a
mother? Why would you do this to
me?’’

Well, I think all of us do not want to
scare our senior citizens, our mothers,
or anyone else. The ones they will be-
lieve in is the trustees. We will take
our plan to the trustees. We dare them
to take their plan to the trustees and
get their seal of approval.

f

PRESERVE AND STRENGTHEN
MEDICARE

(Mr. KINGSTON asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. KINGSTON. Mr. Speaker, it is in-
teresting the previous speaker would
say that, take your plan to the trust-
ees. They are a bunch of politicians,
Reich, Shalala, and Rubin, all ap-
pointed by President Clinton. As the
gentlewoman well knows, not one of
them is an elected Member of Congress.
I do not think Members of Congress
need to go around pandering to Clinton
administration trustees, saying would
you please accept our plan. You are all
good Democrats.

As the gentlewoman knows, Medicare
is a 1964 Blue Cross plan. I want to do
something for my mom. I do not want
her to drive around in a 1964 Chevrolet
Biscayne that we used to have when I
was a kid.

We are trying to do what I hope the
Democrats are trying to do: Protect,
preserve, and strengthen Medicare. We
want your help. I agree with the gen-
tlewoman it should not be partisan. It
bothers me when I hear countless
speech after speech, partisan flame
throwing back and forth.

We have to decrease the inflation
rate. Medicare is up to an 11-percent
inflation rate. We have to bring it
down to the 4- to 6-percent rage. We
have been accused of cutting Medicare,
but we are going from $4,800 to $6,700
per recipient. We want seniors to have
the options and choices on physicians,
and so forth.

Mrs. SCHROEDER. Mr. Speaker, will
the gentleman yield?

Mr. KINGSTON. I yield to the gentle-
woman from Colorado.
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Mrs. SCHROEDER. Mr. Speaker, I

would say for my mom, I would rather
have trustees look at it rather than
Members of Congress.

Mr. KINGSTON. Mr. Speaker, re-
claiming my time, my mom does not
trust them. She trusts me.

f

DO NOT CUT MEDICARE FOR A
TAX CUT

(Mr. HILLIARD asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. HILLIARD. Mr. Speaker, the Re-
publican plan on Medicare is a false-
hood on the people of this country. It is
detrimental to all of those persons who
are above 60. It is detrimental to every-
thing that America should stand for.

We talked about trustees a minute
ago, Mr. Speaker. Every person in this
country should have trust in this body,
trust to do what is right, especially for
those persons who have worked all of
their lives and who in the twilight of
their years see this body snatch from
them their Medicare, their Medicaid
benefits, that they are due because of
trust that they place in this body.
They trust us to do the right thing.

Mr. Speaker, we have failed to do the
right thing because we have taken
money, we are attempting to take
money from Medicare just to support a
tax cut for rich.

f

CORRECTING TECHNICAL ERRORS
IN ENROLLMENT OF H.R. 1594,
ECONOMICALLY TARGETED IN-
VESTMENTS IN CONNECTION
WITH EMPLOYEE BENEFIT
PLANS
Mr. GOODLING. Mr. Speaker, I offer

a concurrent resolution (H. Con. Res.
108) to correct technical errors in the
enrollment of the bill, H.R. 1594, and I
ask unanimous consent for its imme-
diate consideration.

The SPEAKER pro tempore (Mr.
RIGGS). Is there objection to the re-
quest of the gentleman from Penn-
sylvania?

Mr. OWENS. Mr. Speaker, reserving
the right to object, I would ask the
gentleman from Pennsylvania [Mr.
GOODLING] to explain his request.

Mr. GOODLING. Mr. Speaker, during
consideration of the bill H.R. 1594, the
Committee of the Whole adopted an
amendment offered by Mr. TRAFICANT,
which we intended to be language con-
tained in the House Report 104–238. Un-
fortunately, the language offered was
not identical to the House report;
hence, this resolution would instruct a
correction of the House-passed bill.

Mr. OWENS. Mr. Speaker, further re-
serving my right to object, I rise in
support of the unanimous-consent re-
port.

Mr. Speaker, I withdraw my reserva-
tion of objection.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Pennsylvania [Mr. GOOD-
LING]?

There was no objection.
The Clerk read the concurrent reso-

lution, as follows:
H. CON. RES. 108

Resolved by the House of Representatives (the
Senate concurring), That, in the enrollment of
the bill (H.R. 1594) to place restrictions on
the promotion by the Department of Labor
and other Federal agencies and instrumen-
talities of economically targeted invest-
ments in connection with employee benefit
plans, the Clerk of the House of Representa-
tives shall, in section 5 of the bill, strike
‘‘Nothing’’ and all that follows through the
end of such section and insert the following:
‘‘Nothing in this Act is intended to affect the
ability of the Department of Labor to issue
advisory opinions, information letters, tech-
nical releases, prohibited transaction exemp-
tions, or other pronouncements interpreting
and applying the fiduciary responsibility
rules of the Employee Retirement Income
Security Act of 1974 in relation to particular
factual situations, or exempting specific
transactions from the prohibited transaction
provisions of such Act (pursuant to sections
406 and 408 of such Act (29 U.S.C. 1106,
1108)).’’.

The concurrent resolution was agreed
to.

A motion to reconsider was laid on
the table.

f

ANNOUNCEMENT BY THE SPEAKER
PRO TEMPORE

The SPEAKER pro tempore. Pursu-
ant to the provisions of clause 5 of rule
I, the Chair announces that he will
postpone further proceedings today on
each motion to suspend the rules on
which a recorded vote or the yeas and
nays are ordered or on which the vote
is objected to under clause 4 of rule
XV. Such rollcall votes, if postponed,
will be taken after debate has con-
cluded on all motions to suspend the
rules, but not before 5 p.m. today.

f

REVERSING SUPREME COURT DE-
CISION IN ADAMS FRUIT VERSUS
BARRETT

Mr. GOODLING. Mr. Speaker, I move
to suspend the rules and pass the bill
(H.R. 1715) respecting the relationship
between workers’ compensation bene-
fits and the benefits available under
the Migrant and Seasonal Agricultural
Worker Protection Act as amended.

The Clerk read as follows:
H.R. 1715

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
SECTION 1. WORKERS’ COMPENSATION.

(a) AMENDMENTS.—
(1) Section 325 of the Legislative Branch

Appropriations Act, 1993 (Public Law 102–392)
is repealed.

(2) Section 504(d) of the Migrant and Sea-
sonal Agricultural Worker Protection Act (29
U.S.C. 1854(d)) is amended to read as follows:

‘‘(d)(1) Notwithstanding any other provi-
sion of this Act, where a State workers’ com-
pensation law is applicable and coverage is
provided for a migrant or seasonal agricul-
tural worker, the workers’ compensation
benefits shall be the exclusive remedy for
loss of such worker under this Act in the
case of bodily injury or death in accordance

with such State’s workers’ compensation
law.

‘‘(2) The exclusive remedy prescribed by
paragraph (1) precludes the recovery under
subsection (c) of actual damages for loss
from an injury or death but does not pre-
clude recovery under subsection (c) for statu-
tory damages or equitable relief, except that
such relief shall not include back or front
pay or in any manner, directly or indirectly,
expand or otherwise alter or affect (A) a re-
covery under a State workers’ compensation
law or (B) rights conferred under a State
workers’ compensation law.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a)(2) shall apply to all
cases in which a final judgment has not been
entered.
SEC. 2. EXPANSION OF STATUTORY DAMAGES.

(a) AMENDMENT.—Section 504 of the Mi-
grant and Seasonal Agricultural Worker Pro-
tection Act (29 U.S.C. 1854) is amended by
adding after subsection (d) the following:

‘‘(e) If the court finds in an action which is
brought by or for a worker under subsection
(a) in which a claim for actual damages is
precluded because the worker’s injury is cov-
ered by a State workers’ compensation law
as provided by subsection (d) that—

‘‘(1)(A) the defendant in the action violated
section 401(b) by knowingly requiring or per-
mitting a driver to drive a vehicle for the
transportation of migrant or seasonal agri-
cultural workers while under the influence of
alcohol or a controlled substance (as defined
in section 102 of the Controlled Substances
Act (21 U.S.C. 802)) and the defendant had ac-
tual knowledge of the driver’s condition, and

‘‘(B) such violation resulted in injury to or
death of the migrant or seasonal worker by
or for whom the action was brought and such
injury or death arose out of and in the course
of employment as determined under the
State workers’ compensation law,

‘‘(2)(A) the defendant violated a safety
standard prescribed by the Secretary under
section 401(b) which the defendant was deter-
mined in a previous judicial or administra-
tive proceeding to have violated, and

‘‘(B) such safety violation resulted in an
injury or death described in paragraph (1)(B),

‘‘(3)(A)(i) the defendant willfully disabled
or removed a safety device prescribed by the
Secretary under section 401(b), or

‘‘(ii) the defendant in conscious disregard
of the requirements of section 401(b) failed to
provide a safety device required under such
section, and

‘‘(B) such disablement, removal, or failure
to provide a safety device resulted in an in-
jury or death described in paragraph (1)(B),
or

‘‘(4)(A) the defendant violated a safety
standard prescribed by the Secretary under
section 401(b),

‘‘(B) such safety violation resulted in an
injury or death described in paragraph (1)(B),
and

‘‘(C) the defendant at the time of the viola-
tion of section 401(b) also was—

‘‘(i) an unregistered farm labor contractor
in violation of section 101(a), or

‘‘(ii) a person who utilized the services of a
farm labor contractor of the type specified in
clause (i) without taking reasonable steps to
determine that the farm labor contractor
possessed a valid certificate of registration
authorizing the performance of the farm
labor contracting activities which the con-
tractor was requested or permitted to per-
form with the knowledge of such person,
the court shall award not more than $10,000
per plaintiff per violation with respect to
whom the court made the finding described
in paragraph (1), (2), (3), or (4), except that
multiple infractions of a single provision of
this Act shall constitute only one violation
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for purposes of determining the amount of
statutory damages due to a plaintiff under
this subsection and in the case of a class ac-
tion, the court shall award not more than
the lesser of up to $10,000 per plaintiff or up
to $500,000 for all plaintiffs in such class ac-
tion.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to all
cases in which a final judgment has not been
entered.
SEC. 3. TOLLING OF STATUTE OF LIMITATIONS.

Section 504 of the Migrant and Seasonal
Agricultural Worker Protection Act (29
U.S.C. 1854), as amended by section 2, is
amended by adding after subsection (e) the
following:

‘‘(f) If it is determined under a State work-
ers’ compensation law that the workers’
compensation law is not applicable to a
claim for bodily injury or death of a migrant
or seasonal agricultural worker, the statute
of limitations for bringing an action for ac-
tual damages for such injury or death under
subsection (a) shall be tolled for the period
during which the claim for such injury or
death under such State workers’ compensa-
tion law was pending. The statute of limita-
tions for an action for other actual damages,
statutory damages, or equitable relief aris-
ing out of the same transaction or occur-
rence as the injury or death of the migrant
or seasonal agricultural worker shall be
tolled for the period during which the claim
for such injury or death was pending under
the State workers’ compensation law.’’.
SEC. 4. DISCLOSURE OF WORKERS’ COMPENSA-

TION COVERAGE.
(a) MIGRANT WORKERS.—Section 201(a) of

the Migrant and Seasonal Agricultural
Worker Protection Act (29 U.S.C. 1821(a)) is
amended by striking ‘‘and’’ at the end of
paragraph (6), by striking the period at the
end of paragraph (7) and inserting ‘‘; and’’,
and by adding after paragraph (7) the follow-
ing:

‘‘(8) whether State workers’ compensation
insurance is provided, and, if so, the name of
the State workers’ compensation insurance
carrier, the name of the policyholder of such
insurance, the name and the telephone num-
ber of each person who must be notified of an
injury or death, and the time period within
which such notice must be given.
Compliance with the disclosure requirement
of paragraph (8) for a migrant agricultural
worker may be met if such worker is given a
photocopy of any notice regarding workers’
compensation insurance required by law of
the State in which such worker is employed.
Such worker shall be given such disclosure
regarding workers’ compensation at the time
of recruitment or if sufficient information is
unavailable at that time, at the earliest
practicable time but in no event later than
the commencement of work.’’.

(b) SEASONAL WORKERS.—Section 301(a)(1)
of the Migrant and Seasonal Agricultural
Worker Protection Act (29 U.S.C. 1831(a)(1))
is amended by striking ‘‘and’’ at the end of
subparagraph (F), by striking the period at
the end of subparagraph (G) and inserting ‘‘;
and’’, and by adding after subparagraph (G)
the following:

‘‘(H) whether State workers’ compensation
insurance is provided, and, if so, the name of
the State workers’ compensation insurance
carrier, the name of the policyholder of such
insurance, the name and the telephone num-
ber of each person who must be notified of an
injury or death, and the time period within
which such notice must be given.
Compliance with the disclosure requirement
of subparagraph (H) may be met if such
worker is given, upon request, a photocopy
of any notice regarding workers’ compensa-
tion insurance required by law of the State
in which such worker is employed.’’.

(c) EFFECTIVE DATE.—The amendments
made by subsections (a) and (b) shall take ef-
fect upon the expiration of 90 days after the
date final regulations are issued by the Sec-
retary of Labor to implement such amend-
ments.
SEC. 5. LIABILITY INSURANCE.

(a) AMENDMENT.—Section 401(b)(3) of the
Migrant and Seasonal Agricultural Worker
Protection Act (29 U.S.C. 1841(b)(3)) is
amended to read as follows:

‘‘(3) The level of insurance required under
paragraph (1)(C) shall be determined by the
Secretary considering at least the factors set
forth in paragraph (2)(B) and similar farm-
worker transportation requirements under
State law.’’.

(b) REGULATIONS.—Within 180 days of the
date of the enactment of this Act, the Sec-
retary of Labor shall promulgate regulations
establishing insurance levels under section
401(b)(3) of the Migrant and Seasonal Agri-
cultural Worker Protection Act (29 U.S.C.
1841(b)(3)) as amended by subsection (a).

(c) EFFECTIVE DATE.—The amendment
made by subsection (a) takes effect upon the
expiration of 180 days after the date of enact-
ment of this Act or upon the issuance of
final regulations under subsection (b), which-
ever occurs first.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
Pennsylvania [Mr. GOODLING] will be
recognized for 20 minutes, and the gen-
tleman from New York [Mr. OWENS]
will be recognized for 20 minutes.

The Chair recognizes the gentleman
from Pennsylvania [Mr. GOODLING].

Mr. GOODLING. Mr. Speaker, I yield
myself such time as I may consume.

Mr. Speaker, H.R. 1715 clarifies the
relationship between workers’ com-
pensation benefits and the private
right of action available under Migrant
and Seasonal Agricultural Workers
Protection Act [MSPA].

H.R. 1715 reverses the Supreme
Court’s ruling in Adams Fruit Com-
pany, Inc. versus Barrett. In that case
the Supreme Court held that agricul-
tural workers covered by MSPA could
sue for actual damages over injury or
death under the private right of action
provided under the act, even though
the workers are covered for those inju-
ries under State workers’ compensa-
tion law. In so doing, the Supreme
Court rejected the principle of the ex-
clusivity of workers’ compensation,
which is a fundamental rationale and
underpinning for workers’ compensa-
tion in this country.

As a result of this decision, many ag-
ricultural employers in this country
face liability for injuries suffered by
farm workers even though they have
provided workers’ compensation cov-
erage for these workers. At the same
time, and because not all States re-
quire workers’ compensation coverage
of farm workers, the dual liability of
agricultural employers above and be-
yond workers’ compensation insurance
serves to discourage more agricultural
employers from providing workers’
compensation coverage for farm work-
ers.

Mr. Speaker, I introduced H.R. 1715
in May, along with a bipartisan group
of cosponsors: Representatives FAZIO,
BALLENGER, ANDREWS, FAWELL, STEN-

HOLM, HOEKSTRA, THURMAN,
FUNDERBURK, and DOOLEY.

The Economic and Educational Op-
portunities Committee voted to report
H.R. 1715 as introduced on July 22. As
introduced, H.R. 1715 was a single sec-
tion bill that simply reversed the
Adams Fruit decision and provided
that where State workers’ compensa-
tion is applicable and coverage is pro-
vided, workers’ compensation shall be
the farm workers exclusive remedy and
the employer’s sole liability under
MSPA for bodily injury or death.

Subsequent to the committee’s pas-
sage of the bill, several weeks of inten-
sive negotiation took place among the
staffs of Republican and Democratic
Members along with representatives of
national agricultural employer groups
and farm workers organizations. As a
result of those negotiations, I am
today offering a substitute to H.R. 1715
which has the support of not only my-
self and the other cosponsors of H.R.
1715, but of Members who had concerns
with the original bill.

The substitute bill has five sections.
Section 1 is similar to the language of
the original H.R. 1715, and reverses the
Adams Fruit decision. Section 2 pro-
vides for increased statutory damages
under MSPA under certain limited cir-
cumstances described in the bill. Sec-
tion 3 provides for tolling of the stat-
ute of limitations on actions brought
under MSPA during the time period in
which a claim under State workers’
compensation is pending. Section 4 re-
quires disclosure of information re-
garding workers’ compensation cov-
erage to migrant or seasonal agricul-
tural workers. Section 5 requires the
Department of Labor to determine the
level of liability insurance required of
employers engaged in transportation of
migrant or seasonal agricultural work-
ers.

I believe that the concerns with this
legislation as it was passed by the Eco-
nomic and Educational Opportunities
Committee have been addressed in the
substitute that is being offered today. I
want to especially thank several Mem-
bers for their efforts and willingness to
work with us in forging this bipartisan
agreement: Mr. CLAY, Mr. OWENS, Mr.
BERMAN, and Mr. MILLER, along with
the group of original cosponsors of H.R.
1715 that I have already mentioned.

For those who may later be reading
these comments, I also want to call at-
tention to the fact that a more exten-
sive joint statement of legislative in-
tent reflecting the understandings of
myself, Mr. CLAY, Mr. BALLENGER, and
Mr. OWENS regarding this substitute to
H.R. 1715 is printed in the CONGRES-
SIONAL RECORD of Friday, October 13,
1995.

It is my hope and expectation that
we will quickly pass H.R. 1715 today
and that the Senate will likewise pass
it on a bipartisan basis and send the
bill to the President for his signature.
Again, I want to thank many Members
from both sides, and particularly Mr.
CLAY, Mr. OWENS, Mr. BERMAN, and Mr.
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FAZIO for their willingness to work
with us to reach this bipartisan agree-
ment on this legislation.

Mr. Speaker, I reserve the balance of
my time.

Mr. OWENS. Mr. Speaker, I yield my-
self such time as I may consume.

Mr. Speaker, I rise in support of the
amendment offered by the gentleman
from Pennsylvania [Mr. GOODLING]. I
want to express my appreciation to the
distinguished chairman of the Eco-
nomic and Educational Opportunities
Committee, Mr. GOODLING, and to the
chairman of the Subcommittee on
Work Force Protections, Mr.
BALLENGER, for their willingness to
seek consensus with the ranking mem-
ber of our committee, Mr. CLAY, and
myself on this legislation. I also want
to acknowledge the efforts of three
gentlemen from California, Mr. MIL-
LER, Mr. BERMAN, and Mr. FAZIO. The
efforts of all three gentlemen have
been instrumental in the development
of the amendment before us.

The legislation before us is a com-
promise. Those of us who have sought
to represent the interests of farm
workers have had to make difficult
concessions. Nevertheless, unlike the
bill reported by committee, the amend-
ment before us also contains important
provisions to ensure that H.R. 1715 re-
flects the interests of farmworkers as
well as growers. Among other provi-
sions, the amendment provides for no-
tification of farmworkers of their
rights under State workers’ compensa-
tion laws, tolls the statute of limita-
tions while State workers’ compensa-
tion claims are pending, and enhances
statutory damages for certain egre-
gious violations of the Migrant and
Seasonal Agricultural Workers Protec-
tion Act. I refer my colleagues to page
E1943 of the CONGRESSIONAL RECORD of
last Friday, October 13, in which the
gentleman from Pennsylvania [Mr.
GOODLING] placed a definitive expla-
nation of the amendment before us.

I fully support the amendment of the
gentleman from Pennsylvania and be-
lieve this legislation now merits the
support of my colleagues. I urge the
House to suspend the rules and pass
H.R. 1715.

Mr. Speaker, I reserve the balance of
my time.

b 1430

Mr. GOODLING. Mr. Speaker, I yield
such time as he may consume to the
gentleman from Florida [Mr. CANADY].

Mr. CANADY of Florida. Mr. Speak-
er, I yield to the gentleman from North
Carolina.

(Mr. BALLENGER asked and was
given permission to revise and extend
his remarks.)

Mr. BALLENGER. Mr. Speaker, I strongly
support H.R. 1715, a bill to clarify the relation-
ship between workers compensation benefits
and the private right of action for certain job-
related injuries under the Migrant and Sea-
sonal Agricultural Worker Protection Act
[MSPA]. In the 1990 decision on the Adams
Fruit case, the Supreme Court interpreted

MSPA to provide for a private right of action
for certain job-related injuries, even if the indi-
vidual was covered by workers compensation
at the time of the injury.

H.R. 1715 would reverse the Supreme
Court’s ruling, which essentially permits mi-
grant and seasonal farmworkers to seek dual
remedies. Agricultural employers could be ex-
posed to potentially enormous liability for dam-
ages, in spite of the fact that they have con-
tributed into the workers compensation sys-
tem. The purpose of workers compensation is
to provide a prompt and reasonable remedy to
the injured worker without delay or expense.
Employers pay into workers compensation
programs to avoid being exposed to additional
liability. Moreover, in States where agricultural
employers are not required to provide workers
compensation for migrant and seasonal farm-
workers, the Supreme Court’s decision may
act as a disincentive for employers to provide
coverage for those workers.

I urge my colleagues to support Chairman
GOODLING’s substitute amendment to H.R.
1715. This package of legislative changes to
MSPA is fully supported by agricultural em-
ployers and farmworker organizations. Not
only will this amendment permanently reverse
the Adams Fruit decision, it also adds provi-
sions to MSPA which encourage employers to
provide safe transportation for farmworkers.
This bipartisan agreement has the support of
Members on both sides of the aisle. I com-
mend the chairman of the committee, Mr.
GOODLING, as well as Mr. CLAY and Mr.
OWENS for their success in forging a com-
promise on this important issue.

Mr. CANADY of Florida. Mr. Speak-
er, let me begin by thanking Chairman
GOODLING for allowing me the oppor-
tunity to address the House in support
of H.R. 1715, a bill to overturn the Su-
preme Court’s decision in Adams Fruit
versus Barrett. And I also want to
thank you for all your hard work and
dedication in bringing this measure be-
fore us today.

Mr. Chairman, in 1990 the Supreme
Court, in handing down the Adams
Fruit decision, held that injured farm-
workers may bring a private right of
action under the Migrant and Seasonal
Agricultural Worker Protection Act.
This was allowed Seven though the
workers had already received workers
compensation benefits for those same
injuries. The implications of this deci-
sion have been quite troubling.

First, this decision undermines the
exclusivity of workers compensation as
a remedy—both in the context of agri-
cultural law and beyond. The workers
comp system was designed to be a
trade in which employees forego the
right to a tort remedy in exchange for
expeditious relief without questions of
liability or contributory negligence.
The Adams Fruit decision does an end-
run around this important bargain and
opens up employers to costly litigation
and open-ended liability for workplace
injuries they thought they were insur-
ing themselves against.

Second, it is important to note that
farmworkers will also suffer if the
Court’s decision is allowed to stand.
The Adams Fruit decision removes an
incentive for agricultural employers to

provide workers compensation cov-
erage. In several States, farmworker
coverage on workers comp remains op-
tional. The Court’s decision provides
employers in those States with little
reason to exercise that option. For in-
jured farmworkers, lengthy, costly,
and uncertain suits are no substitute
for the quick and dependable relief of
workers compensation.

The bill before us today, Mr. Chair-
man, ensures that the integrity of this
crucial remedy remains available to all
farmworkers and all employers. By re-
versing Adams Fruit and reaffirming
the exclusivity of workers compensa-
tion, this legislation returns us to Con-
gress’ original intent in enacting the
statute’s current remedial scheme.

This bill is good for agricultural
workers and it is good for agricultural
employers. I urge my colleagues to sup-
port this measure and I look forward to
seeing this bill passed by the House
today.

Mr. OWENS. Mr. Speaker, I yield
such time as he may consume to the
gentleman from California [Mr. MIL-
LER].

Mr. MILLER of California. Mr.
Speaker, I thank the gentleman for
yielding me time, and I rise in support
of the compromise version of H.R. 1715,
a bill that addresses the Supreme
Court decision in the Adams Fruit
case.

The bill as originally introduced
would have prohibited farmworkers
from both receiving workers compensa-
tion and suing in court for violations
under MSPA [the Migrant and Sea-
sonal Agricultural Worker Protection
Act]. The compromise bill we are con-
sidering today would achieve that pur-
pose, while at the same time providing
some needed safeguards for farm-
workers and some deterrence to would-
be violators.

I offered in committee an amend-
ment to strengthen the deterrence in
the bill by addressing egregious viola-
tions of the law, and I am satisfied that
the essence of my amendment was in-
corporated in the compromise version
of this bill.

The bill changes the current statu-
tory damages from $500 dollars to
$10,000 dollars for egregious cases in
which a worker was injured or killed in
an accident where alcohol or drugs
were involved, where an employer has a
history of violations, where the em-
ployer willfully makes a vehicle dan-
gerous, or where the employer uses an
unregistered farm-labor contractor.

The increase in statutory damages is
very much needed to provide a deter-
rence against violations. As we all
know, farmworkers are some of the
most exploited workers in America:
kids are used in the fields in clear vio-
lation of child labor laws; workers are
crammed into grossly unsafe, unin-
sured vehicles that have no seats or
safety belts and are injured, maimed
and killed; work-cite sanitation is poor
or nonexistent; and wages are skimmed
by unscrupulous farm-labor contrac-
tors.



CONGRESSIONAL RECORD — HOUSEH 10092 October 17, 1995
Enhanced penalties in H.R. 1715 pro-

vides needed deterrence to some of
these violations, and I therefore urge
my colleagues to support this legisla-
tion.

Again, Mr. Speaker, I thank the gen-
tleman from New York [Mr. OWENS],
for yielding and for his help during
these negotiations, and I also thank
the chairman of the committee, the
gentleman from Pennsylvania [Mr.
GOODLING].

Mr. GOODLING. Mr. Speaker, I have
no further requests for time, and I
yield back the balance of my time.

Mr. OWENS. Mr. Speaker, I yield
such time as he may consume to the
gentleman from California [Mr. FAZIO].

Mr. FAZIO of California. Mr. Speak-
er, I thank my friend for yielding. This
is a very fair and balanced bill. It has
taken a number of years to get cali-
brated so that we can pass it on suspen-
sion.

I want to thank the gentleman from
Pennsylvania, Mr. GOODLING, and the
gentleman from Missouri, Mr. BILL
CLAY, and the gentleman from New
York, Mr. MAJOR OWENS, and the gen-
tleman from North Carolina, Mr. CASS
BALLENGER, for seeing this effort
through to conclusion this year. But I
also want to thank my friends, the gen-
tlemen from California, Messrs. HOW-
ARD BERMAN, GEORGE MILLER, and CAL
COOLEY, for working so diligently in
the last Congress and on into this one
to find the right balance so that we
could come to closure on this very im-
portant issue for agricultural employ-
ers and for farmworkers.

Leon Panetta, Rick Lehman, and
Austin Murphy, former Members of
this body, contributed greatly during
their tenure here. In fact, this is the
result of 5 years of discussions, but it is
a bill that needed to be enacted be-
cause it reverses a Supreme Court deci-
sion in the Adams Fruit case that un-
fairly placed agricultural employees in
the United States and employers in an
untenable position.

Mr. Speaker, agricultural employers
were the only people who were eligible
both to be sued in court under the tort
liability system and required to pro-
vide worker’s compensation coverage
so that they could be sued for work-
place injuries by their employees. That
double jeopardy needed to be repaired,
and, in doing so, we have written a bill
that also benefits farmworkers by re-
moving any disincentives to supplying
worker’s compensation, also encourag-
ing employers to maintain safe trans-
portation practices, the area that was
most at issue in terms of these kinds of
problems.

Mr. Speaker, it did so by creating
four new areas where increased dam-
ages are available for transportation
related violations. It gives the Sec-
retary of Labor authority to establish
appropriate levels of vehicle insurance,
given the fact that the Interstate Com-
merce Commission levels have made it
difficult for some involved in farm-
worker transportation to obtain insur-
ance.

This is a bill that will make sure
that farmworkers truly get to exercise
their remedy under workers compensa-
tion. I think it is a good bill. It cer-
tainly is long overdo. I would hope the
administration would support it and
the President sign it into law. I would
ask my colleagues in both parties to
sign off on what the gentleman from
New York, Mr. OWENS, has described as
a cease-fire in the war between the
sides on this committee and, I think, a
fine example of bipartisanship.

Mr. Speaker, I rise today in support of H.R.
1715, a bill that would reverse the effect of the
U.S. Supreme Court in the Adams Fruit Com-
pany versus Barrett case. The Supreme Court
held that an action for damages under the mi-
grant and seasonal agricultural worker protec-
tion was preserved and could be maintained
by injured farm workers, even though the farm
workers were covered under State workers’
compensation for the same injuries suffered in
the course of employment.

I commend Chairman BILL GOODLING and
ranking member BILL CLAY of the Economic
and Educational Opportunities Committee for
bringing this bill to the floor along with ranking
member MAJOR OWENS and Chairman CASS
BALLENGER of the Subcommittee on Workforce
Protections. HOWARD BERMAN has also played
a leading role in crafting this compromise. But
it is also some measure of how long we have
been at this that I also want to recognize three
former members—Leon Panetta and Rick Leh-
man from my home State of California, and
former subcommittee chairman Austin Mur-
phy—all three of whom were instrumental in
moving forward with this compromise during
the last Congress.

This bill is the product of 5 years of exten-
sive discussion between representatives of ag-
riculture and farmworkers from throughout the
United States. It is a balanced bill, stemming
from two hearings before the former Education
and Labor Committee, one of which I partici-
pated in in California along with then chairman
Austin Murphy and my California colleagues
CAL DOOLEY, Rick Lehman, HOWARD BERMAN,
and GEORGE MILLER. A more recent hearing
was held this past summer here in Washing-
ton. So the issues addressed in this legislation
have been thoroughly considered by the com-
mittee and the problems raised are addressed
in a balanced way that reflects the realities of
the agricultural workplace.

The cornerstone of the bill is the reversal of
the Adams Fruit decision, which unfairly
places agricultural employers throughout the
United States in the position of being the only
employers in America who can be mandated
under State law to provide workers’ com-
pensation—it is mandatory in my own State of
California—yet still be sued for unlimited dam-
ages in State court for the workplace injuries
already compensated under the workers’ com-
pensation system.

The decision by the Supreme Court in 1990
was very unfortunate. I felt it was important to
respond quickly and strongly, and we tempo-
rarily reversed the decision in 1992 as part of
the legislative branch appropriations bill, Pub-
lic Law 192–392.

The legislation before us makes permanent
what we accomplished in 1992. Workers’ com-
pensation will now be the exclusive remedy for
workplace injuries where workers’ compensa-
tion is provided. Agricultural employers will

now be treated the same as all other employ-
ers in this country. If workers’ compensation is
not provided, however, workers will have the
right to sue for actual damages under the Mi-
grant and Seasonal Agricultural Worker Pro-
tection Act [MSPA].

In addition to providing equity to agricultural
employers, this legislation also benefits farm-
workers. Because of the transient nature of
migrant farmworkers, workers’ compensation
is very beneficial to them because it provides
immediate medical, disability, or death bene-
fits. Without such benefits they would have to
sue in a location far from their homes and wait
with uncertainty for several years before the
court system resolved their claim. Yet with the
Adams Fruit decision, agricultural employers in
a number of States which make the providing
of workers’ compensation by employers vol-
untary have no incentive to provide it, because
they still can be sued. But as a result of this
legislation, employers will be encouraged to
provide workers’ compensation to farm-
workers.

This bill will also encourage employers to
maintain safe transportation practices for their
workers. It elevates the statutory damages
available to migrant and seasonal farmworkers
if those subject to MSPA engage ignore the
existing transportation safety requirements of
MSPA. The bill creates four new areas where
increased damages are available for transpor-
tation-related violations. Whatever deterrence
to unsafe practices was created by the Adams
Fruit decision will be offset more than ade-
quately by the availability of the new transpor-
tation-safety provisions.

Finally, the bill gives the Secretary of Labor
the authority to establish the appropriate levels
of vehicle insurance coverage to be required
under MSPA. Currently, the Secretary has to
follow ICC-mandated levels. The ICC levels
have made it difficult for those involved in
farmworker transportation to obtain insurance,
thus exposing them to liability and preventing
farmworkers from getting needed protection.
This provision will allow the Secretary of Labor
to balance the need to protect farmworkers’
health and safety against undue burdens to
agricultural employers and associations and
farm labor contractors.

In short, this legislation is an excellent prod-
uct. It treats agricultural employers the same
as other employers, it encourages the provi-
sion of workers’ compensation to farmworkers,
and it encourages transportation safety—a
source of many injury claims arising under
MSPA. It is evenhanded and fair. While we
have taken a long time getting here, the final
product is worth the wait. I urge my colleagues
to support this bill.

I will also ask the President to sign it, and
I believe the administration has given a strong
indication in this regard. Secretary of Labor
Robert Reich sent a letter to the Economic
and Educational Opportunities Committee dur-
ing its hearing on H.R. 1715, the predecessor
to this bill, this past summer and indicated his
support for the intent of the legislation in re-
versing the Adams Fruit decision. He also indi-
cated that farmworker reforms should be a
part of it, and the committee has responded to
his request. I believe the bill meets the Sec-
retary’s and the administration’s concerns. It
reverses Adams Fruit and contains farmworker
reforms. I urge my colleagues to support this
long and bipartisan effort, and I look forward
to seeing it signed into law.
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Mr. OWENS. Mr. Speaker, I yield

such time as he may consume to the
gentleman from California [Mr. BER-
MAN].

(Mr. BERMAN asked and was given
permission to revise and extend his re-
marks.)

Mr. BERMAN. Mr. Speaker, I want to
thank the chairman of the committee
and my colleagues, the gentleman from
New York, Mr. OWENS, and the gen-
tleman from Missouri, BILL CLAY, for
all of their help in bringing us to this
point. I want to make a few comments.

This bill is a very different bill than
the bill that was originally introduced
or the bill that came out of the Com-
mittee on Economic and Educational
Opportunity, or whatever that commit-
tee is now called. There are a couple of
points to make.

First of all, Mr. Speaker, my col-
league from Virginia kept talking
about the Adams Fruit decision as if it
was wrong, because State law somehow
would, because State law somehow
would preempt Federal law; that is the
Migrant and Seasonal Agricultural
Worker Protection Act. The court deci-
sion was the recognition, everyone
knows, that Federal law preempts
State law.

On the other hand, Mr. Speaker,
there were many weaknesses in that
Federal law and some of which we have
addressed. This is no longer a bill that
allows a grower in a State which has
no coverage for farm workers or only
partial coverage for farm workers or
only voluntary coverage for farm work-
ers to avoid workers compensation and
also to immunize himself from any
lawsuit. That particular issue has been
affected and dealt with through the
amendments.

It is also no longer a bill which
leaves the inadequate penalty struc-
tures of the existing Migrant and Sea-
sonal Agricultural Worker Protection
Act, because, in the context of this par-
ticular Congress, and in this situation,
this seemed to me like, and others, like
the best possible arrangement that we
could get in terms of the two different
needs.

Mr. Speaker, I support this com-
promise and urge its adoption.

Mr. GOODLING. Mr. Speaker, will
the gentleman yield?

Mr. BERMAN. I yield to the gen-
tleman from Pennsylvania.

Mr. GOODLING. Mr. Speaker, we are
called the Golden Opportunity Com-
mittee.

Mr. BERMAN. I assume golden not
having any reference to age?

Mr. GOODLING. Grimes Golden,
Golden Delicious.

Mr. BERMAN. Mr. Speaker, I thank
the gentleman for his correction of my
earlier remarks and yield back the bal-
ance of my time.

Mr. OWENS. Mr. Speaker, I have no
further requests for time, and I yield
back the balance of my time.

The SPEAKER pro tempore (Mr.
RIGGS). The question is on the motion
offered by the gentleman from Penn-

sylvania [Mr. GOODLING] that the
House suspend the rules and pass the
bill, H.R. 1715, as amended.

The question was taken; and (two-
thirds having voted in favor thereof)
the rules were suspended and the bill,
as amended, was passed.

A motion to reconsider was laid on
the table.

f

GENERAL LEAVE

Mr. GOODLING. Mr. Speaker, I ask
unanimous consent that all Members
may have 5 legislative days in which to
revise and extend their remarks on
H.R. 1715, a bill to reverse the Supreme
Court’s decision on Adams Fruit versus
Barrett.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Pennsylvania?

There was no objection.

f

HARRY KIZIRIAN POST OFFICE
BUILDING

Mr. MCHUGH. Mr. Speaker, I move to
suspend the rules and pass the bill
(H.R. 1606) to designate the United
States Post Office building located at
24 Corliss Street, Providence, RI, as the
‘‘Harry Kizirian Post Office Building.’’

The Clerk read as follows:
H.R. 1606

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
SECTION 1. DESIGNATION.

The United States Post Office building lo-
cated at 24 Corliss Street, Providence, Rhode
Island, shall be known and designated as the
‘‘Harry Kizirian Post Office Building’’.
SEC. 2. REFERENCES.

Any reference in a law, map, regulation,
document, paper, or other record of the Unit-
ed States to the United States Post Office
building referred to in section 1 shall be
deemed to be a reference to the ‘‘Harry
Kizirian Post Office Building’’.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
New York [Mr. MCHUGH] and the gen-
tlewoman from Michigan [Miss COL-
LINS] each will be recognized for 20
minutes.

The Chair recognizes the gentleman
from New York [Mr. MCHUGH].

Mr. MCHUGH. Mr. Speaker, I yield
myself such time as I may consume.

Mr. Speaker, the Committee on Gov-
ernment Reform and Oversight voted
favorably on the measure before us.
Congressman REED of Rhode Island in-
troduced H.R. 1606 and was joined by
his State delegation in cosponsoring
his bill, as required by committee pol-
icy. This legislation designates the
main U.S. Post Office in Providence,
RI, be named the ‘‘Harry Kizirian Post
Office.’’

The measure before us honors Mr.
Kizirian, a World War II marine vet-
eran and former Providence Post-
master. Mr. Kizirian is Rhode Island’s
most decorated living veteran and was
a career postal worker who held the po-
sition of Providence Postmaster for 25
years until his retirement.

Mr. Speaker, I urge our colleagues to
support H.R. 1606, a bill which would
name a Post Office after the postal em-
ployee who served as Postmaster at the
facility for 25 years.

Mr. Speaker, I reserve the balance of
my time.

Miss COLLINS of Michigan. Mr.
Speaker, I yield myself such time as I
may consume.

Mr. Speaker, I again join my col-
league and chairman of the Sub-
committee on the Postal Service in
support of H.R. 1606, legislation naming
the U.S. Post Office, located at 24
Corliss Street in Providence, RI as the,
‘‘Harry Kizirian Post Office Building.’’

It gives me great pleasure to ac-
knowledge Mr. Kizirian. He retired
from the Post Office as the Postmaster
of the facility being named after him
and is the most decorated World War II
veteran in Providence.

Mr. Speaker, I yield such time as he
may consume to my colleague, the gen-
tleman from Rhode Island, Mr. JACK
REED, sponsor of the bill.

Mr. REED. Mr. Speaker, I would first
like to thank Chairman MCHUGH and
the ranking member, Representative
COLLINS of the Subcommittee on Post-
al Service and Chairman CLINGER of
the Government Reform and Oversight
Committee for helping me bring this
bill to the floor. I would also like to
thank my colleague from Rhode Island,
Mr. KENNEDY, who cosponsored this bill
with me, and Senators CHAFEE and
PELL, who have introduced an identical
bill in the Senate.

This bill would designate the main
U.S. Post Office in Providence, RI, as
the ‘‘Harry Kizirian Post Office.’’ Be-
cause some of you may not know
Harry, I would like to tell you a little
about this outstanding Rhode Island
citizen.

Harry Kizirian is the most decorated
living veteran in Rhode Island. On Oki-
nawa, he was severely wounded while
leading an infantry assault. For his ex-
traordinary heroism, Harry was award-
ed the Navy Cross, the Bronze Star
with V Device for Valor, the Purple
Heart with a Gold Star, and the Rhode
Island Cross.

When Harry returned to the United
States, he immediately went to work
at the main post office in Providence
where he had worked during high
school to support his widowed mother.
Displaying the same commitment and
teamwork he showed on the frontlines
at Okinawa, he worked his way up to
an appointment as the Postmaster. He
was confirmed by the U.S. Senate in
1961, and held the position of Post-
master for 25 years.

Throughout his career with the Post-
al Service, Harry also devoted much of
his time to the community, serving on
numerous boards and committees.
Harry served on the board of directors
for Butler Hospital, Big Brothers of
Rhode Island, Rhode Island Blue Cross,
the Rhode Island Heart and Lung Asso-
ciations, and numerous others.

Harry and his wife, Hazel, also suc-
cessfully raised a wonderful family.
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They have five children: JoAnne,
Thomas, Janice, Shakay, and Richard;
four grandchildren: Rebecca, Thomas,
Joseph, and Janice; and three step-
grandsons: Dylan, Collin, and Matthew.

Harry has served his country in every
capacity: in the military, as a civil
servant, as a devoted husband and fa-
ther, and as a loyal American. Harry
Kizirian is a source of inspiration for
the young and old, and he is a particu-
larly cherished member of Rhode Is-
land’s proud and vibrant Armenian
community.

This bill would commemorate his
generosity and valor for future genera-
tions, and it would pay tribute to a re-
markable gentleman who has given so
much to his Nation, his community,
and his family. I urge my colleagues to
join me in honoring Harry Kizirian by
supporting this bill.

b 1445

Miss COLLINS of Michigan. Mr.
Speaker, I yield as much time as he
may consume to the gentleman from
Rhode Island [Mr. KENNEDY].

Mr. KENNEDY of Rhode Island. Mr.
Speaker, I rise today in strong support
of H.R. 1606, a bill that will designate
the main post office in Providence, RI,
as the ‘‘Harry Kizirian Post Office.’’

Harry Kizirian is a shining example
of someone who has fully realized the
American Dream. A dedicated individ-
ual, Harry grew up in my own neigh-
borhood of Mount Pleasant in Provi-
dence and worked hard to support his
widowed mother.

As a high school graduate, Harry en-
listed in the Marine Corps and served
in the South Pacific, where he would
lead a Marine fire team to victory de-
spite sustaining multiple gunshot
wounds. For this selfless heroism,
Harry was awarded the Navy Cross, the
Bronze Star with a device for Valor,
the Purple Heart with a Gold Star, and
the Rhode Island Cross.

Harry’s service to our country did
not end with the Allied Victory in
World War II. For the next 35 years,
Harry would demonstrate the same
commitment to duty and service at the
Post Office in Providence as he did dur-
ing his days in Okinawa. In 1961, the
honor and respect that Harry had
earned from, not only his colleagues,
but also the people of Rhode Island,
reached a pinnacle as Harry was con-
firmed by the Senate as Postmaster.

During his tenure as Postmaster,
Harry went well beyond his required
duties and served many important so-
cial causes. As a leading member of the
Big Brothers of Rhode Island, the Prov-
idence Human Relations Commission
and the Providence Heritage Commis-
sion, Harry demonstrated his high re-
gard for his friends and citizens of his
community.

Perhaps Harry’s greatest achieve-
ment is shared with his wife Hazel as
they have successfully raised five chil-
dren, who now have several children of
their own, Shakay and Richard. When
asked about all his achievements,

Harry humbly responded: ‘‘I’m just an
ordinary American boy who loves deal-
ing with people from all walks of life.’’

In my opinion, Harry Kizirian is any-
thing but ordinary. Raised with a
strong Armenian heritage, Harry is a
living tribute to his family, his friends,
and his country.

Mr. Speaker, I am honored to stand
with my colleague, JACK REED, to offer
this bill which will honor Harry
Kizirian’s commitment and generosity
for generations to come.

Miss COLLINS of Michigan. Mr.
Speaker, I have no further requests for
time, and I yield back the balance of
my time.

Mr. MCHUGH. Mr. Speaker, I have no
further requests for time, and I yield
back the balance of my time

The SPEAKER pro tempore (Mr.
RIGGS). The question is on the motion
offered by the gentleman from New
York [Mr. MCHUGH], that the House
suspend the rules and pass the bill,
H.R. 1606.

The question was taken; and (two-
thirds having voted in favor thereof)
the rules were suspended and the bill
was passed.

A motion to reconsider was laid on
the table.

f

GENERAL LEAVE

Mr. MCHUGH. Mr. Speaker, I ask
unanimous consent that all Members
may have 5 legislative days within
which to revise and extend their re-
marks on H.R. 1606, the bill just consid-
ered.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from New York?

There was no objection.

f

WINFIELD SCOTT STRATTON POST
OFFICE

Mr. MCHUGH. Mr. Speaker, I move to
suspend the rules and pass the bill
(H.R. 1026) to designate the U.S. Post
Office building located at 201 East
Pikes Peak Avenue in Colorado
Springs, CO, as the ‘‘Winfield Scott
Stratton Post Office.’’

The Clerk read as follows:
H.R. 1026

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
SECTION 1. DESIGNATION.

The United States Post Office building lo-
cated at 201 East Pikes Peak Avenue, Colo-
rado Springs, Colorado, shall be known and
designated as the ‘‘Winfield Scott Stratton
Post Office.’’
SEC. 2 REFERENCES.

Any reference in a law, map, regulation,
document, paper, or other record of the Unit-
ed States to the building referred to in sec-
tion 1 shall be deemed to be a reference to
the ‘‘Winfield Scott Stratton Post Office’’.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
New York [Mr. MCHUGH] will be recog-
nized for 20 minutes, and the gentle-
woman from Michigan [Miss COLLINS]
will be recognized for 20 minutes.

The Chair recognizes the gentleman
from New York [Mr. MCHUGH].

Mr. MCHUGH. Mr. Speaker, I yield
myself such time as I may consume.

Mr. Speaker, I am pleased to report
that the legislation before us, H.R.
1026, was approved unanimously by the
Committee on Government Reform and
Oversight. This legislation, designating
the U.S. Post Office located at 201 East
Pikes Peak Avenue, Colorado Springs,
CO, be named the ‘‘Winfield Scott
Stratton Post Office,’’ was introduced
by the gentleman from Colorado [Mr.
HEFLEY], and was cosponsored by his
full State Delegation, as required by
committee policy.

H.R. 1026 honors the late Mr. Strat-
ton, a Colorado Springs philanthropist
and benefactor. Mr. Stratton was one
of many adventurers who came to Colo-
rado seeking their fortune. He literally
struck gold in discovering a rich de-
posit in the mines of Cripple Creek, CO.

Mr. Stratton believed it was the duty
of the fortunate to use their wealth in
the development of their community.
In keeping with this personal philoso-
phy, he dedicated the rest of his life to
helping others less fortunate and to ad-
vancing the development of Colorado
Springs and Colorado.

Mr. Speaker, I support the passage of
H.R. 1026 and urge our colleagues to do
the same.

Mr. Speaker, I yield such time as he
may consume to the gentleman from
Colorado [Mr. HEFLEY].

Mr. HEFLEY. Mr. Speaker, I would
like to first thank the gentleman from
Pennsylvania [Mr. CLINGER] the chair-
man of the full committee, and the
gentleman from New York [Mr.
MCHUGH], chairman of the Subcommit-
tee on the Postal Service, for allowing
H.R. 1026 to be brought up on the Sus-
pension Calendar today. I think it is a
fitting tribute to a man who gave so
much to Colorado, and particularly to
the area of Colorado that I am fortu-
nate enough to represent.

Mr. Speaker, H.R. 1026, which as has
been indicated, will designate the U.S.
Post Office building located at 201
Pikes Peak Avenue in Colorado
Springs, CO, as the ‘‘Winfield Scott
Stratton Post Office.’’

Working as a carpenter and as a pros-
pector, Mr. Stratton became wealth
after finding gold in Cripple Creek, CO.
His sudden wealth allowed him to pur-
sue life’s pleasures any way that he
would like to do it, but instead he
spent much of his life and much of his
fortune helping those that were less
fortunate. In addition to helping the
needy, he also played an integral part
in the development of Colorado Springs
as a community by providing money
for a city hall, a new courthouse, the
streetcar system, and perhaps his most
generous, important contribution that
he made was the Myron Stratton
Home, which was a foster home for
children and for impoverished elderly.

Mr. Speaker, it still exists today. It
is an interesting concept in that they
had children who did not have parents.
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In the early days it was an orphanage,
but it was not the image that you have
of the Charles Dickens orphanage. It
was an orphanage where the kids that
went there had many of the things that
money could buy in terms of living a
good life under the circumstances of
not having a family. And he combined
that with elderly people to create an
intergenerational type of concept that
has worked very well even to this day.

Especially pertinent to H.R. 1026, is
that Mr. Stratton sold the property
where the post office is located, and
which we are asking to be named
today, to the Federal Government for
half its value on the condition that
they would build a post office there.

Mr. Speaker, I did not know Mr.
Stratton. He was before my time there.
But I have been able to see his work in
the Colorado Springs area over the
years.

Finally, Mr. Speaker, I would like to
thank Mr. John Zorack, a former resi-
dent of the Stratton Home, who has
worked closely with me to see that this
fitting tribute be enacted. I would add
that H.R. 1026 has the support of the
Colorado Delegation and the Colorado
Springs City Council. Mr. Speaker, I
thank the gentleman from New York
[Mr. MCHUGH] for his support of this
legislation.

Mr. MCHUGH. Mr. Speaker, I reserve
the balance of my time.

Miss COLLINS of Michigan. Mr.
Speaker, I yield myself such time as I
may consume.

Mr. Speaker, I join my colleague and
chairman of the Subcommittee on the
Postal Service in support of H.R. 1026,
legislation designating the U.S. Post
Office at 201 East Pikes Peak Avenue
in Colorado Springs, CO, as the Win-
field Scott Stratton Post Office.

The late Mr. Stratton was well
known as a great philanthropist and
most deserving to have a Post Office
named after him.

Mr. Speaker, I have no further re-
quests for time, and I yield back the
balance of my time.

Mr. MCHUGH. Mr. Speaker, I have no
further requests for time, and I yield
back the balance of my time.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from New York [Mr.
MCHUGH] that the House suspend the
rules and pass the bill, H.R. 1026.

The question was taken; and (two-
thirds having voted in favor thereof)
the rules were suspended and the bill
was passed.

A motion to reconsider was laid on
the table.

f

GENERAL LEAVE
Mr. MCHUGH. Mr. Speaker, I ask

unanimous consent that all Members
may have 5 legislative days within
which to revise and extend their re-
marks on H.R. 1026 the bill just consid-
ered.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from New York?

There was no objection.

f

BIOTECHNICAL PROCESS PATENTS

Mr. MOORHEAD. Mr. Speaker, I
move to suspend the rules and pass the
bill (H.R. 587) to amend title 35, United
States Code, with respect to patents on
biotechnological processes.

The Clerk read as follows:
H.R. 587

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

BIOTECHNOLOGICAL PROCESS PATENTS

SEC. 101. CONDITIONS FOR PATENTABILITY;
NONOBVIOUS SUBJECT MATTER.

Section 103 of title 35, United States Code,
is amended—

(1) by designating the first paragraph as
subsection (a);

(2) by designating the second paragraph as
subsection (c); and

(3) by inserting after the first paragraph
the following:

‘‘(b)(1) Notwithstanding subsection (a), and
upon timely election by the applicant for
patent to proceed under this subsection, a
‘biotechnological process’ using or resulting
in a composition of matter that is novel
under section 102 and nonobvious under sub-
section (a) of this section shall be considered
nonobvious if—

‘‘(A) claims to the process and the com-
position of matter are contained in either
the same application for patent or in sepa-
rate applications having the same effective
filing date; and

‘‘(B) the composition of matter, and the
process at the time it was invented, were
owned by the same person or subject to an
obligation of assignment to the same person.

‘‘(2) A patent issued on a process under
paragraph (1)—

‘‘(A) shall also contain the claims to the
composition of matter used in or made by
that process; or

‘‘(B) shall, if such composition of matter is
claimed in another patent, be set to expire
on the same date as such other patent, not-
withstanding section 154.

‘‘(3) For purposes of paragraph (1), the
term ‘biotechnological process’ means—

‘‘(A) a process of genetically altering or
otherwise inducing a single- or multi-celled
organism to—

‘‘(i) express an exogenous nucleotide se-
quence,

‘‘(ii) inhibit, eliminate, augment, or alter
expression of an endorgenous nucleotide se-
quence, or

‘‘(iii) express a specific physiological char-
acteristic not naturally associated with said
organism;

‘‘(B) cell fusion procedures yielding a cell
line that expresses a specific a specific pro-
tein, such as a monoclonal antibody; and

‘‘(C) a method of using a product produced
by a process defined by (A) or (B), or a com-
bination of (A) and (B).’’.
SEC. 102. PRESUMPTION OF VALIDITY; DE-

FENSES.
Section 282 of title 35, United States Code,

is amended by inserting after the second sen-
tence of the first paragraph the following:
‘‘Notwithstanding the preceding sentence, if
a claim to a composition of matter is held
invalid and that claim was the basis of a de-
termination of nonobviousness under section
103(b)(1), the process shall no longer be con-
sidered nonobvious solely on the basis of sec-
tion 103(b)(1).’’.
SEC. 103. EFFECTIVE DATE.

The amendments made by section 101 shall
apply to any application for patent filed on

or after the date of enactment of this Act
and to any application for patent pending on
such date of enactment, including (in either
case) an application for the reissuance of a
patent.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
California [Mr. MOORHEAD] will be rec-
ognized for 20 minutes, and the gentle-
woman from Colorado [Mrs. SCHROE-
DER] will be recognized for 20 minutes.

The Chair recognizes the gentleman
from California [Mr. MOORHEAD].

(Mr. MOORHEAD asked and was
given permission to revise and extend
his remarks.)

Mr. MOORHEAD. Mr. Speaker, I
yield myself such time as I may
consume.

Mr. Speaker, I rise in support of H.R.
587, the Biotech Process Patent Protec-
tion Act of 1995. I would like to com-
mend the gentleman from Virginia
[Mr. BOUCHER] and thank him for work-
ing so hard with us over the past 5
years to make this legislation possible.
I also want to thank the gentlewoman
from Colorado [Mrs. SCHRODER] for her
support and cooperation.

From an economic point of view, the
U.S. biotech industry has gone from
zero revenues and zero jobs 15 years
ago to $8 billion and 103,000 jobs today.
The White House Council on Competi-
tiveness projects a $30 to $50 billion
market for biotech products by the
year 2000, and many in the industry be-
lieve this estimate to be conservative.

Companies that depend heavily on re-
search and development are especially
vulnerable to foreign competitors who
copy and sell their products without
permission. The reason that high-tech-
nology companies are so vulnerable is
that for them the cost of innovation,
rather than the cost of production, is
the key cost incurred in bringing a
product to market. The award of pa-
tient protection ensures a greater de-
gree of protection for businesses in the
United States who make major invest-
ment in innovation.

The House Judiciary Committee took
the first step in protecting innovation
in 1988 when the Congress enacted two
bills which I introduced relating to
process patents and reform of the
International Trade Commission. How-
ever, our work will not be complete
until we enact this legislation. This
bill modifies the test for obtaining a
process patent, a problem that was cre-
ated by In Re Durden (1985), a case fre-
quently criticized and cited by the Pat-
ent Office as grounds for denial of
biotech patents. The legislation im-
pacts only one element of patentability
of biotech processes and that is the ele-
ment of nonobviousness. The process
must still satisfy all other require-
ments of patentability.

Because so many of the biotech in-
ventions are protected by patents, the
future of that industry depends greatly
on what Congress does to protect U.S.
patents from unfair foreign competi-
tion. America’s foreign competitors,
most of whom have invested compara-
tively little in biotechnology research,
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have targeted the biotech industry for
major and concerted action.

In conclusion, Mr. Speaker, this is
important legislation. The biotech in-
dustry is an immensely important in-
dustry started in the United States
with many labs housed in California. In
the decade ahead, biotechnology re-
search will improve the lives and
health of virtually every American
family. It will put people to work and
it will save people’s lives. Identical leg-
islation has already passed the other
body, S. 1111.

I urge a favorable vote on H.R. 587.

b 1500

Mr. Speaker, I reserve the balance of
my time.

Mrs. SCHROEDER. Mr. Speaker, I
yield myself such time as I may
consume.

Mr. Speaker, I rise in support of H.R.
587.

One of the most important tasks
faced by the Intellectual Property Sub-
committee is to make sure that our
patent law keeps pace with techno-
logical change. The importance of this
task is nowhere more evident than in
the area of biotechnology, where indus-
try has encountered difficulty in ob-
taining timely and adequate process
patent protection because of conflict-
ing case law and inconsistency in PTO
examination practices resulting from
the conflicting holdings of relevant
court cases.

It is critical to our economy and to
our quality of life that biotechnology
research and development can take
place on a level playing vis-a-vis for-
eign competitors, and without exces-
sive uncertainty or delay in patent pro-
tection.

This bill will achieve those goals: It
will mitigate the uncertainty in the
patent examination process, and it will
bring about a more level playing field
for U.S. biotechnology companies and
their overseas competitors.

The bill before us today is supported
by the administration, and it has bi-
partisan support from the Judiciary
Committee. The roadblocks faced by
predecessor bills have been removed by
making the bill biotechnology indus-
try-specific. I believe, through this bill,
that we have fashioned a fair and effec-
tive means of addressing the uncertain-
ties and inadequacies in patent law as
it applies to biotechnology, and I urge
my colleagues to support it.

I also want to acknowledge the hard
work on both sides of the aisle over a
number of years to resolve this prob-
lem. Our subcommittee chairman, the
gentleman from California, the gen-
tleman from Massachusetts [Mr.
FRANK], and the gentleman from Vir-
ginia [Mr. BOUCHER], have all worked
diligently to address this problem, and
I congratulate them for their efforts.

Mr. Speaker, it looks like this is the
year it will really happen. I congratu-
late them.

Mr. Speaker, I reserve the balance of
my time.

Mr. MOORHEAD. Mr. Speaker, I
yield 5 minutes to the gentleman from
California [Mr. ROHRABACHER].

Mr. ROHRABACHER. Mr. Speaker, I
rise to support this bill, which will es-
tablish an objective standard to deter-
mine if biotechnology patent applica-
tions involve nonobvious material.

This standard is necessary to clarify
patent law for one of our Nation’s most
important growth industries, the bio-
technology industry, and I congratu-
late Chairman MOORHEAD for his lead-
ership in bringing this bill to the floor.

We need, however, to deal with the
fundamental problem, the lack of a
minimum guaranteed patent term. For
over 100 years, this country had a pat-
ent term of 17 years from grant. That
term acted to encourage and reward in-
novation. Unfortunately, the GATT
implementing legislation established
an uncertain term of 20 years from fil-
ing. Many biotech patents take years
to be issued, which under the new rules
results in a vastly reduced patent term
biotech companies and anyone else
whose breakthrough technology takes
longer than usual to get through the
Patent Office are victimized. I have in-
troduced legislation, H.R. 359, which
will establish a term of 20 years from
filing or 17 years from grant, whichever
is longer. That’s consistent with the
GATT agreement and with our Nation’s
tradition of strong intellectual prop-
erty rights. That tradition has fueled
the growth of new, dynamic industries
in America and will continue to do so
as long as this Congress continues to
respect the creativity and hard work of
the Nation’s independent inventors.

The subcommittee chairman and I
continue to have honest differences on
this and other issues, such as uncondi-
tional publication of all patent applica-
tions 18 months after filing. Such pub-
lication will allow unscrupulous people
to copy and infringe on the inventions
of biotech companies and other innova-
tive industries. I am encouraged that
we will have a hearing on November 1
to examine these problems, just as I
am encouraged that the chairman has
shown concern for the biotechnology
industry with H.R. 587. I look forward
to the day when the Congress will de-
cide, on this floor, up or down, on
whether to restore the fundamental
patent rights of all of America’s inven-
tors.

Mrs. SCHROEDER. Mr. Speaker, I
yield such time as he may consume to
the gentleman from Michigan [Mr.
CONYERS], the distinguished ranking
member.

Mr. CONYERS. Mr. Speaker, first of
all, congratulations to the gentleman
from California [Mr. MOORHEAD], the
subcommittee chairman, and the gen-
tlewoman from Colorado [Mrs. SCHROE-
DER], who has worked with him across
the years.

I am a cosponsor and strong sup-
porter of H.R. 587 which resolves the
confusion created by two conflicting
appellate court decisions on the stand-

ards for granting process patents to
biotechnology companies.

Though this is a matter that could
have been resolved by the courts, the
matter has been pending since Novem-
ber 1992 without any resolution. Fur-
ther delays could be costly to Amer-
ican biotech companies.

The legislation prohibits the Patent
and Trademark Office from rejecting
applications for process patents using
or resulting in a composition of matter
that is novel and nonobvious.

This legislation serves the important
purpose of protecting the rights of
American companies to bring patent
infringement claims against importers
who are able to evade the law by proc-
essing cells outside the United States
and importing the finished products
into the United States on the tech-
nicality that there has been no use of
patented host cells in the United
States. Without a process patent, the
importation of the final product cannot
be challenged. I urge passage of this
worthy bill.

Mrs. SCHROEDER. Mr. Speaker, I
yield 3 minutes to the gentleman from
Massachusetts [Mr. FRANK] who has
been working on this bill forever and
ever, and I am sure is glad to see it on
the floor.

Mr. FRANK of Massachusetts. Mr.
Speaker, I thank the ranking minority
member of the subcommittee for yield-
ing.

The chairman has been congratulated
and deservedly. This is an important
issue that has more complexity than
one might think, as we explain it, I
think the reaction is, well, gee, this is
just so straightforward. But people
should understand that there were is-
sues to be resolved, whether this was
going to be a change in patent law in
general or whether it was better to
make it specific to an industry.

There were traditional practitioners
of patent law who had objections to
this. What we are doing today and, as I
understand the parliamentary situa-
tion since we are taking up the Senate
bill, we are sending this right to the
President. One of the striking things
about the current situation people
should understand is that on those oc-
casions, and I say this is clearly in
order because it explains why we are
doing what we are doing and why we
are taking the Senate bill. On those oc-
casions when the U.S. Senate can be
persuaded to do anything at all, one
then grabs it and takes it and does not
take the chance of sending it back.

So this will now go right to the
President for signature. It is a mark of
the successful chairmanship of the gen-
tleman from California that this im-
portant piece of legislation will within
a few weeks be law. We are not simply
passing a bill through the House today,
but we are sending it to the President
who we know is going to sign it. I can
simply say I am not an expert on this
as are few of my colleagues but, talk-
ing to the people in the biotechnology
industry in Massachusetts, this was
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very high on their list of things that
will help. It is one of these things that
does good in a multiplicity of ways.

In the first place, it will help produce
the products, and this is of greatest im-
portance, that cure people, that allevi-
ate illnesses. We are here doing some-
thing that will facilitate better health
care for people, and that is of course
fundamental.

It will also promote jobs in the State
that I represent and in other States be-
cause it will help the biotechnology in-
dustry improve its market. It will help
exports. It will help the American
economy.

So this is something which has all
positive and no negative. But, despite
that, given the world we live in, it was
not an easy thing to bring it here. As I
said, this may look to people like kind
of a ho-hum thing. It is to the credit of
the gentleman from California and his
management of this issue that some-
thing that had a lot of pitfalls and a lot
of potential controversies does come
forward in this guise.

I also wanted to express my apprecia-
tion to the gentleman who spoke just
before me, the other Member from
California, he has his own very strong
interests in patent issues, some of
which I agree with him on, and his
willingness to collaborate with us in
getting this bill through is something I
very much appreciate, thanks to the
ranking member for her leadership, to
the chairman. I think we have shown
today that we are able to function in a
very positive way to advance a number
of goals.

Mrs. SCHROEDER. Mr. Speaker, I
yield such time as he may consume to
the gentleman from Virginia [Mr. BOU-
CHER]. He has worked so hard on this
bill. I am sure for his sake he is very
happy to have this happen.

(Mr. BOUCHER asked and was given
permission to revise and extend his re-
marks.)

Mr. BOUCHER. Mr. Speaker, for the
last several years, I have been involved
in a very productive partnership with
my friend and colleague, the gen-
tleman from California [Mr. MOOR-
HEAD], in an effort to extend better pat-
ent protection to the biotechnology in-
dustry. Today I am pleased to be here
on the floor joining with him as we cul-
minate that effort and as we send to
the President legislation that will
enact this much needed reform.

The biotechnology industry is a
bright promise for our Nation’s success
in the international market of the fu-
ture. The industry was originated and
developed in the United States. This
uniquely American enterprise is ex-
pected to confer an annual benefit of
approximately $50 billion on the Amer-
ican economy by the year 2000. And
even today, it has created more than
100,000 new highly paid, highly skilled
jobs in this economy.

But more important than its eco-
nomic contributions are the benefits
biotechnology is bringing to the fields
of medicine and agriculture. Through

biotechnology, new strains of plants
are being produced that are resistant
to disease, that can thrive in hostile
terrain, and can survive adverse cli-
matic conditions.

Through biotechnology, new human
drugs are on the market today that,
when administered to heart attack vic-
tims, save lives by dissolving dan-
gerous blood clots.

Other drugs treat anemia, reducing
need for blood transfusions in patients
who are suffering from chronic kidney
failure. And human growth hormone is
today enriching the lives of children
throughout the world.

American companies are now devel-
oping treatments or even potential
cures for a variety of hard to treat dis-
eases, including AIDS, Alzheimer’s dis-
ease, cystic fibrosis, and Lou Gehrig’s
disease.

And yet the promise of biotechnology
is seriously challenged today by a sim-
ple and obvious inadequacy in Ameri-
ca’s patent law. That inadequacy opens
the door for foreign firms to expropri-
ate American inventions and compete
in this country directly with the in-
venting firm. In essence, the patent
law confers and advantage on foreign
companies not enjoyed by the Amer-
ican inventing firm and actually en-
courages a pilfering of United States
creativity. We have examples today of
that very practice occurring.

It is that defect in the patent law
that H.R. 587 is designed to address. In
most cases, biotechnology products are
genetically engineered forms of chemi-
cals which naturally occur. The goal of
biotechnology is to create the chemi-
cals in larger and commercially viable
quantities. To do that, the company
engineers a host cell to produce the
product. The firm then treats the host
cell with a frequently straightforward
and well-known process to create the
naturally occurring chemical in com-
mercially viable quantities.

The company cannot patent the end
product because it occurs in nature. All
the company is doing is creating that
product in larger quantities. The com-
pany can patent the host cell but,
under current law, the use of a pat-
ented host cell abroad to manufacture
a product for importation into the
United States is not an infringement of
the American host cell patent.

Under a series of court decisions,
most prominently In Re Durden, the
inventor has great difficulty in obtain-
ing a patent on the process that is used
to produce the product. The legislation
that the gentleman from California
[Mr. MOORHEAD] has brought to the
House today and which I have been
pleased to work with him on over the
last several years will open the door to
a more certain award of process pat-
ents.
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In turn the biotechnology firms that
have the assurance of receiving those
process patents will exhibit a greater
willingness to make research invest-

ments totaling hundreds of millions of
dollars on an annual basis, the very re-
search investments that are essential
to sustain and advance this highly im-
portant American industry.

Mr. Speaker, I am pleased to urge
support for this measure and passage of
it by the House, and I join with our col-
league, the gentleman from Massachu-
setts [Mr. FRANK], in commending the
gentleman from California for his leg-
islative skill which has brought the
measure to this point which, when
added to the Senate bill already passed
by that body, can then send this meas-
ure directly to the President for his
signature and for enactment into law.
It is a positive measure. It will advance
a very important industry, and I join
with the gentleman from California
[Mr. MOORHEAD] in strongly urging its
passage.

Mrs. SCHROEDER. Mr. Speaker, I
have no further speakers, and I yield
back the balance of my time.

Mr. MOORHEAD. Mr. Speaker, I
yield myself such time as I may
consume.

Mr. Speaker, I wish the congratulate
each member of our subcommittee for
the hard work they have done on this
legislation over a long period of time.
This is a fine moment today as we get
this bill adopted, and every single
Member of both sides of the aisle have
worked hard, put their effort in. I know
that the gentleman from Virginia [Mr.
BOUCHER] has really put his heart and
soul into it over a period of years, and
we had Bill Hughes, who was the chair-
man of our subcommittee, who worked
hard on it. We have the gentleman
from Colorado [Mrs. SCHROEDER] and
the ranking member of the full com-
mittee. Everyone in our committee has
really worked on this: The gentleman
from Virginia [Mr. BOUCHER], the gen-
tleman from Massachusetts [Mr.
FRANK], the gentleman from Oklahoma
[Mr. COBURN], the gentleman from Wis-
consin [Mr. SENSENBRENNER], and I
want to thank each and every one of
them for the product that we are pre-
senting.

Mr. Speaker, I have no further re-
quests for time, and I yield back the
balance of my time.

The SPEAKER pro tempore. (Mr.
RIGGS). The question is on the motion
offered by the gentleman from Califor-
nia [Mr. MOORHEAD] that the House
suspend the rules and pass the bill,
H.R. 587.

The question was taken; and (two-
thirds having voted in favor thereof)
the rules were suspended, and the bill
was passed.

A motion to reconsider was laid on
the table.

Mr. MOORHEAD. Mr. Speaker, I ask
unanimous consent to take from the
Speaker’s table the Senate bill (S. 1111)
to amend title 35, United States Code,
with respect to patents on
biotechnological processes, and ask for
its immediate consideration in the
House.

The Clerk read the title of the Senate
bill.
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The SPEAKER pro tempore. Is there

objection to the request of the gen-
tleman from California?

Mrs. SCHROEDER. Mr. Speaker, re-
serving the right to object, I do so to
yield to the gentleman from California
[Mr. MOORHEAD] to explain the purpose
of the request.

Mr. MOORHEAD. Mr. Speaker, will
the gentlewoman yield?

Mrs. Schroeder. I yield to the gen-
tleman from California.

Mr. MOORHEAD. Mr. Speaker, this is
the companion Senate bill. This action
will enable the bill to go immediately
to the President. The Senate bill is
identical to the recent House-passed
legislation.

Mrs. SCHROEDER. Mr. Speaker, I sa-
lute the gentleman for this very adept
explanation. That is exactly what we
hope to do, get this right to the Presi-
dent. I thank the gentleman for being
so expeditious.

Mr. Speaker, I withdraw my reserva-
tion of objection.

The Speaker pro tempore. Is there
objection to the request of the gen-
tleman from California?

There was no objection.
The Clerk read the Senate bill, as fol-

lows:
S. 1111

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
SECTION 1. BIOTECHNOLOGICAL PROCESS PAT-

ENTS; CONDITIONS FOR PATENT-
ABILITY; NONOBVIOUS SUBJECT
MATTER.

Section 103 of title 35, United States code
is amended—

(1) by designating the first paragraph as
subsection (a);

(2) by designating the second paragraph as
subsection (c); and

(3) by inserting after the first paragraph
the following:

‘‘(b)(1) Notwithstanding subsection (a), and
upon timely election by the applicant for
patent to proceed under this subsection, a
biotechnological process using or resulting
in a composition of matter that is novel
under section 102 and nonobvious under sub-
section (a) of this section shall be considered
nonobvious if—

‘‘(A) claims to the process and the com-
position of matter are contained in either
the same application for patent or in sepa-
rate applications having the same effective
filing date; and

‘‘(B) the composition of matter, and the
process at the time it was invented, were
owned by the same person or subject to an
obligation of assignment to the same person.

‘‘(2) A patent issued on a process under
paragraph (1)—

‘‘(A) shall also contain the claims to the
composition of matter used in or made by
that process, or

‘‘(B) shall, if such composition of matter is
claimed in another patent, be set to expire
on the dame date as such other patent, not-
withstanding section 154.

‘‘(3) For purposes of paragraph (1), the
term ‘biotechnological process’ means—

‘‘(A) a process of genetically altering or
otherwise inducing a single- or multi-celled
organism to—

‘‘(i) express an exogenous nucleotide se-
quence,

‘‘(ii) inhibit, eliminate, augment, or alter
expression of an endogenous nucleotide se-
quence, or

‘‘(iii) express a specific physiological char-
acteristic not naturally associated with said
organism;

‘‘(B) cell fusion procedures yielding a cell
line that expresses a specific protein, such as
a monoclonal antibody; and

‘‘(C) a method of using a product produced
by a process defined by (A) or (B), or a com-
bination of (A) and (B).’’.
SEC. 2. PRESUMPTION OF VALIDITY; DEFENSES.

Section 282 of title 35, United States code,
is amended by inserting after the second sen-
tence of the first paragraph the following:
‘‘Notwithstanding the preceding sentence, if
a claim to a composition of matter is held
invalid and that claim was the basis of a de-
termination of nonobviousness under section
103(b)(1), the process shall no longer be con-
sidered nonobvious solely on the basis of sec-
tion 103(b)(1).’’.
SEC. 3. EFFECTIVE DATE.

The amendments made by section 1 shall
apply to any application for patent filed on
or after the date of enactment of this Act
and to any application for patent pending on
such date of enactment, including (in either
case) an application for the reissuance of a
patent.

The Senate bill was ordered to be
read a third time, was read the third
time, and passed, and a motion to re-
consider was laid on the table.

f

APPOINTMENT OF CONFEREES ON
H.R. 1655, INTELLIGENCE AU-
THORIZATION ACT FOR FISCAL
YEAR 1996

Mr. COMBEST. Mr. Speaker, I ask
unanimous consent to take from the
Speaker’s table the bill (H.R. 1655) to
authorize appropriations for fiscal year
1996 for intelligence and intelligence-
related activities of the United States
Government, the Community Manage-
ment Account, and the Central Intel-
ligence Agency Retirement and Dis-
ability System, and for other purposes,
with a Senate amendment thereto, dis-
agree to the Senate amendment, and
agree to the conference asked by the
Senate.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Texas? The Chair hears
none and, without objection, appoints
the following conferees:

From the Permanent Select Commit-
tee on Intelligence, for consideration of
the House bill, and the Senate amend-
ment, and modifications committed to
conference:

Messrs. COMBEST, DORNAN, YOUNG of
Florida, HANSEN, LEWIS of California,
GOSS, SHUSTER, MCCOLLUM, CASTLE,
DICKS, RICHARDSON, DIXON, TORRICELLI,
COLEMAN, SKAGGS, and Ms. PELOSI.

From the Committee on National Se-
curity, for the consideration of defense
tactical intelligence and related activi-
ties:

Messrs. SPENCE, STUMP, and DEL-
LUMS.

As additional conferees from the
Committee on International Relations,
for consideration of section 303 of the
House bill, and section 303 of the Sen-
ate amendment, and modifications
committed to conference:

Messrs. GILMAN, SMITH of New Jer-
sey, and BERMAN.

There was no objection.
f

DIGITAL PERFORMANCE RIGHT IN
SOUND RECORDINGS ACT OF 1995
Mr. MOORHEAD. Mr. Speaker, I

move to suspend the rules and pass the
bill (H.R. 1506) to amend title 17, Unit-
ed States Code, to provide an exclusive
right to perform sound recordings pub-
licly by means of digital transmissions,
and for other purposes, as amended.

The Clerk read as follows:
H.R. 1506

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Digital Perform-
ance Right in Sound Recordings Act of 1995’’.
SEC. 2. EXCLUSIVE RIGHTS IN COPYRIGHTED

WORKS.
Section 106 of title 17, United States Code, is

amended—
(1) in paragraph (4) by striking ‘‘and’’ after

the semicolon;
(2) in paragraph (5) by striking the period and

inserting ‘‘; and’’; and
(3) by adding at the end the following:
‘‘(6) in the case of sound recordings, to per-

form the copyrighted work publicly by means of
a digital audio transmission.’’.
SEC. 3. SCOPE OF EXCLUSIVE RIGHTS IN SOUND

RECORDINGS.
Section 114 of title 17, United States Code, is

amended—
(1) in subsection (a) by striking ‘‘and (3)’’ and

inserting ‘‘(3) and (6)’’;
(2) in subsection (b) in the first sentence by

striking ‘‘phonorecords, or of copies of motion
pictures and other audiovisual works,’’ and in-
serting ‘‘phonorecords or copies’’;

(3) by striking subsection (d) and inserting:
‘‘(d) LIMITATIONS ON EXCLUSIVE RIGHT.—Not-

withstanding the provisions of section 106(6)—
‘‘(1) EXEMPT TRANSMISSIONS AND

RETRANSMISSIONS.—The performance of a sound
recording publicly by means of a digital audio
transmission, other than as a part of an inter-
active service, is not an infringement of section
106(6) if the performance is part of—

‘‘(A)(i) a nonsubscription transmission other
than a retransmission;

‘‘(ii) an initial nonsubscription retransmission
made for direct reception by members of the pub-
lic of a prior or simultaneous incidental trans-
mission that is not made for direct reception by
members of the public; or

‘‘(iii) a nonsubscription broadcast trans-
mission;

‘‘(B) a retransmission of a nonsubscription
broadcast transmission: Provided, That, in the
case of a retransmission of a radio station’s
broadcast transmission—

‘‘(i) the radio station’s broadcast transmission
is not willfully or repeatedly retransmitted more
than a radius of 150 miles from the site of the
radio broadcast transmitter, however—

‘‘(I) the 150 mile limitation under this clause
shall not apply when a nonsubscription broad-
cast transmission by a radio station licensed by
the Federal Communications Commission is
retransmitted on a nonsubscription basis by a
terrestrial broadcast station, terrestrial trans-
lator, or terrestrial repeater licensed by the Fed-
eral Communications Commission; and

‘‘(II) in the case of a subscription
retransmission of a nonsubscription broadcast
retransmission covered by subclause (I), the 150
mile radius shall be measured from the transmit-
ter site of such broadcast retransmitter;

‘‘(ii) the retransmission is of radio station
broadcast transmissions that are—

‘‘(I) obtained by the retransmitter over the air;
‘‘(II) not electronically processed by the

retransmitter to deliver separate and discrete
signals; and
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‘‘(III) retransmitted only within the local com-

munities served by the retransmitter;
‘‘(iii) the radio station’s broadcast trans-

mission was being retransmitted to cable systems
(as defined in section 111(f)) by a satellite car-
rier on January 1, 1995, and that retransmission
was being retransmitted by cable systems as a
separate and discrete signal, and the satellite
carrier obtains the radio station’s broadcast
transmission in an analog format: Provided,
That the broadcast transmission being
retransmitted may embody the programming of
no more than one radio station; or

‘‘(iv) the radio station’s broadcast trans-
mission is made by a noncommercial educational
broadcast station funded on or after January 1,
1995, under section 396(k) of the Communica-
tions Act of 1934 (47 U.S.C. 396(k)), consists sole-
ly of noncommercial educational and cultural
radio programs, and the retransmission, wheth-
er or not simultaneous, is a nonsubscription ter-
restrial broadcast retransmission; or

‘‘(C) a transmission that comes within any of
the following categories:

‘‘(i) a prior or simultaneous transmission inci-
dental to an exempt transmission, such as a feed
received by and then retransmitted by an ex-
empt transmitter: Provided, That such inciden-
tal transmissions do not include any subscrip-
tion transmission directly for reception by mem-
bers of the public;

‘‘(ii) a transmission within a business estab-
lishment, confined to its premises or the imme-
diately surrounding vicinity;

‘‘(iii) a retransmission by any retransmitter,
including a multichannel video programming
distributor as defined in section 602(12) of the
Communications Act of 1934 (47 U.S.C. 522(12)),
of a transmission by a transmitter licensed to
publicly perform the sound recording as a part
of that transmission, if the retransmission is si-
multaneous with the licensed transmission and
authorized by the transmitter; or

‘‘(iv) a transmission to a business establish-
ment for use in the ordinary course of its busi-
ness: Provided, That the business recipient does
not retransmit the transmission outside of its
premises or the immediately surrounding vicin-
ity, and that the transmission does not exceed
the sound recording performance complement.
Nothing in this clause shall limit the scope of
the exemption in clause (ii).

‘‘(2) SUBSCRIPTION TRANSMISSIONS.—In the
case of a subscription transmission not exempt
under subsection (d)(1), the performance of a
sound recording publicly by means of a digital
audio transmission shall be subject to statutory
licensing, in accordance with subsection (f) of
this section, if—

‘‘(A) the transmission is not part of an inter-
active service;

‘‘(B) the transmission does not exceed the
sound recording performance complement;

‘‘(C) the transmitting entity does not cause to
be published by means of an advance program
schedule or prior announcement the titles of the
specific sound recordings or phonorecords em-
bodying such sound recordings to be transmit-
ted;

‘‘(D) except in the case of transmission to a
business establishment, the transmitting entity
does not automatically and intentionally cause
any device receiving the transmission to switch
from one program channel to another; and

‘‘(E) except as provided in section 1002(e) of
this title, the transmission of the sound record-
ing is accompanied by the information encoded
in that sound recording, if any, by or under the
authority of the copyright owner of that sound
recording, that identifies the title of the sound
recording, the featured recording artist who per-
forms on the sound recording, and related infor-
mation, including information concerning the
underlying musical work and its writer.

‘‘(3) LICENSES FOR TRANSMISSIONS BY INTER-
ACTIVE SERVICES.—

‘‘(A) No interactive service shall be granted an
exclusive license under section 106(6) for the

performance of a sound recording publicly by
means of digital audio transmission for a period
in excess of 12 months, except that with respect
to an exclusive license granted to an interactive
service by a licensor that holds the copyright to
1,000 or fewer sound recordings, the period of
such license shall not exceed 24 months: Pro-
vided, however, That the grantee of such exclu-
sive license shall be ineligible to receive another
exclusive license for the performance of that
sound recording for a period of 13 months from
the expiration of the prior exclusive license.

‘‘(B) The limitation set forth in subparagraph
(A) of this paragraph shall not apply if—

‘‘(i) the licensor has granted and there remain
in effect licenses under section 106(6) for the
public performance of sound recordings by
means of digital audio transmission by at least
5 different interactive services: Provided, how-
ever, That each such license must be for a mini-
mum of 10 percent of the copyrighted sound re-
cordings owned by the licensor that have been
licensed to interactive services, but in no event
less than 50 sound recordings; or

‘‘(ii) the exclusive license is granted to per-
form publicly up to 45 seconds of a sound re-
cording and the sole purpose of the performance
is to promote the distribution or performance of
that sound recording.

‘‘(C) Notwithstanding the grant of an exclu-
sive or nonexclusive license of the right of public
performance under section 106(6), an interactive
service may not publicly perform a sound re-
cording unless a license has been granted for
the public performance of any copyrighted musi-
cal work contained in the sound recording: Pro-
vided, That such license to publicly perform the
copyrighted musical work may be granted either
by a performing rights society representing the
copyright owner or by the copyright owner.

‘‘(D) The performance of a sound recording by
means of a retransmission of a digital audio
transmission is not an infringement of section
106(6) if—

‘‘(i) the retransmission is of a transmission by
an interactive service licensed to publicly per-
form the sound recording to a particular member
of the public as part of that transmission; and

‘‘(ii) the retransmission is simultaneous with
the licensed transmission, authorized by the
transmitter, and limited to that particular mem-
ber of the public intended by the interactive
service to be the recipient of the transmission.

‘‘(E) For the purposes of this paragraph—
‘‘(i) a ‘licensor’ shall include the licensing en-

tity and any other entity under any material
degree of common ownership, management, or
control that owns copyrights in sound record-
ings; and

‘‘(ii) a ‘performing rights society’ is an asso-
ciation or corporation that licenses the public
performance of nondramatic musical works on
behalf of the copyright owner, such as the
American Society of Composers, Authors and
Publishers, Broadcast Music, Inc., and SESAC,
Inc.

‘‘(4) RIGHTS NOT OTHERWISE LIMITED.—
‘‘(A) Except as expressly provided in this sec-

tion, this section does not limit or impair the ex-
clusive right to perform a sound recording pub-
licly by means of a digital audio transmission
under section 106(6).

‘‘(B) Nothing in this section annuls or limits
in any way—

‘‘(i) the exclusive right to publicly perform a
musical work, including by means of a digital
audio transmission, under section 106(4);

‘‘(ii) the exclusive rights in a sound recording
or the musical work embodied therein under sec-
tions 106(1), 106(2) and 106(3); or

‘‘(iii) any other rights under any other clause
of section 106, or remedies available under this
title, as such rights or remedies exist either be-
fore or after the date of enactment of the Digital
Performance Right in Sound Recordings Act of
1995.

‘‘(C) Any limitations in this section on the ex-
clusive right under section 106(6) apply only to

the exclusive right under section 106(6) and not
to any other exclusive rights under section 106.
Nothing in this section shall be construed to
annul, limit, impair or otherwise affect in any
way the ability of the owner of a copyright in
a sound recording to exercise the rights under
sections 106(1), 106(2) and 106(3), or to obtain
the remedies available under this title pursuant
to such rights, as such rights and remedies exist
either before or after the date of enactment of
the Digital Performance Right in Sound Record-
ings Act of 1995.’’; and

(4) by adding after subsection (d) the follow-
ing:

‘‘(e) AUTHORITY FOR NEGOTIATIONS.—
‘‘(1) Notwithstanding any provision of the

antitrust laws, in negotiating statutory licenses
in accordance with subsection (f), any copyright
owners of sound recordings and any entities
performing sound recordings affected by this
section may negotiate and agree upon the roy-
alty rates and license terms and conditions for
the performance of such sound recordings and
the proportionate division of fees paid among
copyright owners, and may designate common
agents on a nonexclusive basis to negotiate,
agree to, pay, or receive payments.

‘‘(2) For licenses granted under section 106(6),
other than statutory licenses, such as for per-
formances by interactive services or perform-
ances that exceed the sound recording perform-
ance complement—

‘‘(A) copyright owners of sound recordings af-
fected by this section may designate common
agents to act on their behalf to grant licenses
and receive and remit royalty payments: Pro-
vided, That each copyright owner shall estab-
lish the royalty rates and material license terms
and conditions unilaterally, that is, not in
agreement, combination, or concert with other
copyright owners of sound recordings; and

‘‘(B) entities performing sound recordings af-
fected by this section may designate common
agents to act on their behalf to obtain licenses
and collect and pay royalty fees: Provided, That
each entity performing sound recordings shall
determine the royalty rates and material license
terms and conditions unilaterally, that is, not in
agreement, combination, or concert with other
entities performing sound recordings.

‘‘(f) LICENSES FOR NONEXEMPT SUBSCRIPTION
TRANSMISSIONS.—

‘‘(1) No later than 30 days after the enactment
of the Digital Performance Right in Sound Re-
cordings Act of 1995, the Librarian of Congress
shall cause notice to be published in the Federal
Register of the initiation of voluntary negotia-
tion proceedings for the purpose of determining
reasonable terms and rates of royalty payments
for the activities specified by subsection (d)(2) of
this section during the period beginning on the
effective date of such Act and ending on Decem-
ber 31, 2000. Such terms and rates shall distin-
guish among the different types of digital audio
transmission services then in operation. Any
copyright owners of sound recordings or any en-
tities performing sound recordings affected by
this section may submit to the Librarian of Con-
gress licenses covering such activities with re-
spect to such sound recordings. The parties to
each negotiation proceeding shall bear their
own costs.

‘‘(2) In the absence of license agreements ne-
gotiated under paragraph (1), during the 60-day
period commencing 6 months after publication of
the notice specified in paragraph (1), and upon
the filing of a petition in accordance with sec-
tion 803(a)(1), the Librarian of Congress shall,
pursuant to chapter 8, convene a copyright arbi-
tration royalty panel to determine and publish
in the Federal Register a schedule of rates and
terms which, subject to paragraph (3), shall be
binding on all copyright owners of sound re-
cordings and entities performing sound record-
ings. In addition to the objectives set forth in
section 801(b)(1), in establishing such rates and
terms, the copyright arbitration royalty panel
may consider the rates and terms for comparable
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types of digital audio transmission services and
comparable circumstances under voluntary li-
cense agreements negotiated as provided in
paragraph (1). The Librarian of Congress shall
also establish requirements by which copyright
owners may receive reasonable notice of the use
of their sound recordings under this section,
and under which records of such use shall be
kept and made available by entities performing
sound recordings.

‘‘(3) License agreements voluntarily nego-
tiated at any time between one or more copy-
right owners of sound recordings and one or
more entities performing sound recordings shall
be given effect in lieu of any determination by
a copyright arbitration royalty panel or decision
by the Librarian of Congress.

‘‘(4)(A) Publication of a notice of the initi-
ation of voluntary negotiation proceedings as
specified in paragraph (1) shall be repeated, in
accordance with regulations that the Librarian
of Congress shall prescribe—

‘‘(i) no later than 30 days after a petition is
filed by any copyright owners of sound record-
ings or any entities performing sound recordings
affected by this section indicating that a new
type of digital audio transmission service on
which sound recordings are performed is or is
about to become operational; and

‘‘(ii) in the first week of January, 2000 and at
5-year intervals thereafter.

‘‘(B)(i) The procedures specified in paragraph
(2) shall be repeated, in accordance with regula-
tions that the Librarian of Congress shall pre-
scribe, upon the filing of a petition in accord-
ance with section 803(a)(1) during a 60-day pe-
riod commencing—

‘‘(I) six months after publication of a notice of
the initiation of voluntary negotiation proceed-
ings under paragraph (1) pursuant to a petition
under paragraph (4)(A)(i); or

‘‘(II) on July 1, 2000 and at 5-year intervals
thereafter.

‘‘(ii) The procedures specified in paragraph
(2) shall be concluded in accordance with sec-
tion 802.

‘‘(5)(A) Any person who wishes to perform a
sound recording publicly by means of a
nonexempt subscription transmission under this
subsection may do so without infringing the ex-
clusive right of the copyright owner of the
sound recording—

‘‘(i) by complying with such notice require-
ments as the Librarian of Congress shall pre-
scribe by regulation and by paying royalty fees
in accordance with this subsection; or

‘‘(ii) if such royalty fees have not been set, by
agreeing to pay such royalty fees as shall be de-
termined in accordance with this subsection.

‘‘(B) Any royalty payments in arrears shall be
made on or before the twentieth day of the
month next succeeding the month in which the
royalty fees are set.

‘‘(g) PROCEEDS FROM LICENSING OF SUBSCRIP-
TION TRANSMISSIONS.—

‘‘(1) Except in the case of a subscription
transmission licensed in accordance with sub-
section (f) of this section—

‘‘(A) a featured recording artist who performs
on a sound recording that has been licensed for
a subscription transmission shall be entitled to
receive payments from the copyright owner of
the sound recording in accordance with the
terms of the artist’s contract; and

‘‘(B) a nonfeatured recording artist who per-
forms on a sound recording that has been li-
censed for a subscription transmission shall be
entitled to receive payments from the copyright
owner of the sound recording in accordance
with the terms of the nonfeatured recording art-
ist’s applicable contract or other applicable
agreement.

‘‘(2) The copyright owner of the exclusive
right under section 106(6) of this title to publicly
perform a sound recording by means of a digital
audio transmission shall allocate to recording
artists in the following manner its receipts from
the statutory licensing of subscription trans-

mission performances of the sound recording in
accordance with subsection (f) of this section:

‘‘(A) 21⁄2 percent of the receipts shall be depos-
ited in an escrow account managed by an inde-
pendent administrator jointly appointed by
copyright owners of sound recordings and the
American Federation of Musicians (or any suc-
cessor entity) to be distributed to nonfeatured
musicians (whether or not members of the Amer-
ican Federation of Musicians) who have per-
formed on sound recordings.

‘‘(B) 21⁄2 percent of the receipts shall be depos-
ited in an escrow account managed by an inde-
pendent administrator jointly appointed by
copyright owners of sound recordings and the
American Federation of Television and Radio
Artists (or any successor entity) to be distrib-
uted to nonfeatured vocalists (whether or not
members of the American Federation of Tele-
vision and Radio Artists) who have performed
on sound recordings.

‘‘(C) 45 percent of the receipts shall be allo-
cated, on a per sound recording basis, to the re-
cording artist or artists featured on such sound
recording (or the persons conveying rights in the
artists’ performance in the sound recordings).

‘‘(h) LICENSING TO AFFILIATES.—
‘‘(1) If the copyright owner of a sound record-

ing licenses an affiliated entity the right to pub-
licly perform a sound recording by means of a
digital audio transmission under section 106(6),
the copyright owner shall make the licensed
sound recording available under section 106(6)
on no less favorable terms and conditions to all
bona fide entities that offer similar services, ex-
cept that, if there are material differences in the
scope of the requested license with respect to the
type of service, the particular sound recordings
licensed, the frequency of use, the number of
subscribers served, or the duration, then the
copyright owner may establish different terms
and conditions for such other services.

‘‘(2) The limitation set forth in paragraph (1)
of this subsection shall not apply in the case
where the copyright owner of a sound recording
licenses—

‘‘(A) an interactive service; or
‘‘(B) an entity to perform publicly up to 45

seconds of the sound recording and the sole pur-
pose of the performance is to promote the dis-
tribution or performance of that sound record-
ing.

‘‘(i) NO EFFECT ON ROYALTIES FOR UNDERLY-
ING WORKS.—License fees payable for the public
performance of sound recordings under section
106(6) shall not be taken into account in any
administrative, judicial, or other governmental
proceeding to set or adjust the royalties payable
to copyright owners of musical works for the
public performance of their works. It is the in-
tent of Congress that royalties payable to copy-
right owners of musical works for the public
performance of their works shall not be dimin-
ished in any respect as a result of the rights
granted by section 106(6).

‘‘(j) DEFINITIONS.—As used in this section, the
following terms have the following meanings:

‘‘(1) An ‘affiliated entity’ is an entity engag-
ing in digital audio transmissions covered by
section 106(6), other than an interactive service,
in which the licensor has any direct or indirect
partnership or any ownership interest amount-
ing to 5 percent or more of the outstanding vot-
ing or non-voting stock.

‘‘(2) A ‘broadcast’ transmission is a trans-
mission made by a terrestrial broadcast station
licensed as such by the Federal Communications
Commission.

‘‘(3) A ‘digital audio transmission’ is a digital
transmission as defined in section 101, that em-
bodies the transmission of a sound recording.
This term does not include the transmission of
any audiovisual work.

‘‘(4) An ‘interactive service’ is one that en-
ables a member of the public to receive, on re-
quest, a transmission of a particular sound re-
cording chosen by or on behalf of the recipient.
The ability of individuals to request that par-

ticular sound recordings be performed for recep-
tion by the public at large does not make a serv-
ice interactive. If an entity offers both inter-
active and non-interactive services (either con-
currently or at different times), the non-inter-
active component shall not be treated as part of
an interactive service.

‘‘(5) A ‘nonsubscription’ transmission is any
transmission that is not a subscription trans-
mission.

‘‘(6) A ‘retransmission’ is a further trans-
mission of an initial transmission, and includes
any further retransmission of the same trans-
mission. Except as provided in this section, a
transmission qualifies as a ‘retransmission’ only
if it is simultaneous with the initial trans-
mission. Nothing in this definition shall be con-
strued to exempt a transmission that fails to sat-
isfy a separate element required to qualify for
an exemption under section 114(d)(1).

‘‘(7) The ‘sound recording performance com-
plement’ is the transmission during any 3-hour
period, on a particular channel used by a trans-
mitting entity, of no more than—

‘‘(A) 3 different selections of sound recordings
from any one phonorecord lawfully distributed
for public performance or sale in the United
States, if no more than 2 such selections are
transmitted consecutively; or

‘‘(B) 4 different selections of sound record-
ings—

‘‘(i) by the same featured recording artist; or
‘‘(ii) from any set or compilation of

phonorecords lawfully distributed together as a
unit for public performance or sale in the United
States,
if no more than three such selections are trans-
mitted consecutively:
Provided, That the transmission of selections in
excess of the numerical limits provided for in
clauses (A) and (B) from multiple phonorecords
shall nonetheless qualify as a sound recording
performance complement if the programming of
the multiple phonorecords was not willfully in-
tended to avoid the numerical limitations pre-
scribed in such clauses.

‘‘(8) A ‘subscription’ transmission is a trans-
mission that is controlled and limited to particu-
lar recipients, and for which consideration is re-
quired to be paid or otherwise given by or on be-
half of the recipient to receive the transmission
or a package of transmissions including the
transmission.

‘‘(9) A ‘transmission’ includes both an initial
transmission and a retransmission.’’.
SEC. 4. MECHANICAL ROYALTIES IN DIGITAL

PHONORECORD DELIVERIES.
Section 115 of title 17, United States Code, is

amended—
(1) in subsection (a)(1)—
(A) in the first sentence by striking out ‘‘any

other person’’ and inserting in lieu thereof ‘‘any
other person, including those who make
phonorecords or digital phonorecord deliv-
eries,’’; and

(B) in the second sentence by inserting before
the period ‘‘, including by means of a digital
phonorecord delivery’’;

(2) in subsection (c)(2) in the second sentence
by inserting ‘‘and other than as provided in
paragraph (3),’’ after ‘‘For this purpose,’’;

(3) by redesignating paragraphs (3), (4), and
(5) of subsection (c) as paragraphs (4), (5), and
(6), respectively, and by inserting after para-
graph (2) the following new paragraph:

‘‘(3)(A) A compulsory license under this sec-
tion includes the right of the compulsory li-
censee to distribute or authorize the distribution
of a phonorecord of a nondramatic musical
work by means of a digital transmission which
constitutes a digital phonorecord delivery, re-
gardless of whether the digital transmission is
also a public performance of the sound record-
ing under section 106(6) of this title or of any
nondramatic musical work embodied therein
under section 106(4) of this title. For every digi-
tal phonorecord delivery by or under the au-
thority of the compulsory licensee—
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‘‘(i) on or before December 31, 1997, the roy-

alty payable by the compulsory licensee shall be
the royalty prescribed under paragraph (2) and
chapter 8 of this title; and

‘‘(ii) on or after January 1, 1998, the royalty
payable by the compulsory licensee shall be the
royalty prescribed under subparagraphs (B)
through (F) and chapter 8 of this title.

‘‘(B) Notwithstanding any provision of the
antitrust laws, any copyright owners of
nondramatic musical works and any persons en-
titled to obtain a compulsory license under sub-
section (a)(1) may negotiate and agree upon the
terms and rates of royalty payments under this
paragraph and the proportionate division of
fees paid among copyright owners, and may des-
ignate common agents to negotiate, agree to,
pay or receive such royalty payments. Such au-
thority to negotiate the terms and rates of roy-
alty payments includes, but is not limited to, the
authority to negotiate the year during which
the royalty rates prescribed under subpara-
graphs (B) through (F) and chapter 8 of this
title shall next be determined.

‘‘(C) During the period of June 30, 1996,
through December 31, 1996, the Librarian of
Congress shall cause notice to be published in
the Federal Register of the initiation of vol-
untary negotiation proceedings for the purpose
of determining reasonable terms and rates of
royalty payments for the activities specified by
subparagraph (A) during the period beginning
January 1, 1998, and ending on the effective
date of any new terms and rates established
pursuant to subparagraph (C), (D) or (F), or
such other date (regarding digital phonorecord
deliveries) as the parties may agree. Such terms
and rates shall distinguish between (i) digital
phonorecord deliveries where the reproduction
or distribution of a phonorecord is incidental to
the transmission which constitutes the digital
phonorecord delivery, and (ii) digital phono-
record deliveries in general. Any copyright own-
ers of nondramatic musical works and any per-
sons entitled to obtain a compulsory license
under subsection (a)(1) may submit to the Li-
brarian of Congress licenses covering such ac-
tivities. The parties to each negotiation proceed-
ing shall bear their own costs.

‘‘(D) In the absence of license agreements ne-
gotiated under subparagraphs (B) and (C), upon
the filing of a petition in accordance with sec-
tion 803(a)(1), the Librarian of Congress shall,
pursuant to chapter 8, convene a copyright arbi-
tration royalty panel to determine and publish
in the Federal Register a schedule of rates and
terms which, subject to subparagraph (E), shall
be binding on all copyright owners of
nondramatic musical works and persons entitled
to obtain a compulsory license under subsection
(a)(1) during the period beginning January 1,
1998, and ending on the effective date of any
new terms and rates established pursuant to
subparagraph (C), (D) or (F), or such other date
(regarding digital phonorecord deliveries) as
may be determined pursuant to subparagraphs
(B) and (C). Such terms and rates shall distin-
guish between (i) digital phonorecord deliveries
where the reproduction or distribution of a pho-
norecord is incidental to the transmission which
constitutes the digital phonorecord delivery, and
(ii) digital phonorecord deliveries in general. In
addition to the objectives set forth in section
801(b)(1), in establishing such rates and terms,
the copyright arbitration royalty panel may
consider rates and terms under voluntary li-
cense agreements negotiated as provided in sub-
paragraphs (B) and (C). The royalty rates pay-
able for a compulsory license for a digital pho-
norecord delivery under this section shall be es-
tablished de novo and no precedential effect
shall be given to the amount of the royalty pay-
able by a compulsory licensee for digital phono-
record deliveries on or before December 31, 1997.
The Librarian of Congress shall also establish
requirements by which copyright owners may
receive reasonable notice of the use of their
works under this section, and under which

records of such use shall be kept and made
available by persons making digital phonorecord
deliveries.

‘‘(E)(i) License agreements voluntarily nego-
tiated at any time between one or more copy-
right owners of nondramatic musical works and
one or more persons entitled to obtain a compul-
sory license under subsection (a)(1) shall be
given effect in lieu of any determination by the
Librarian of Congress. Subject to clause (ii), the
royalty rates determined pursuant to subpara-
graph (C), (D) or (F) shall be given effect in lieu
of any contrary royalty rates specified in a con-
tract pursuant to which a recording artist who
is the author of a nondramatic musical work
grants a license under that person’s exclusive
rights in the musical work under sections 106(1)
and (3) or commits another person to grant a li-
cense in that musical work under sections 106(1)
and (3), to a person desiring to fix in a tangible
medium of expression a sound recording em-
bodying the musical work.

‘‘(ii) The second sentence of clause (i) shall
not apply to—

‘‘(I) a contract entered into on or before June
22, 1995, and not modified thereafter for the pur-
pose of reducing the royalty rates determined
pursuant to subparagraph (C), (D) or (F) or of
increasing the number of musical works within
the scope of the contract covered by the reduced
rates, except if a contract entered into on or be-
fore June 22, 1995, is modified thereafter for the
purpose of increasing the number of musical
works within the scope of the contract, any con-
trary royalty rates specified in the contract
shall be given effect in lieu of royalty rates de-
termined pursuant to subparagraph (C), (D) or
(F) for the number of musical works within the
scope of the contract as of June 22, 1995; and

‘‘(II) a contract entered into after the date
that the sound recording is fixed in a tangible
medium of expression substantially in a form in-
tended for commercial release, if at the time the
contract is entered into, the recording artist re-
tains the right to grant licenses as to the musi-
cal work under sections 106(1) and 106(3).

‘‘(F) The procedures specified in subpara-
graphs (C) and (D) shall be repeated and con-
cluded, in accordance with regulations that the
Librarian of Congress shall prescribe, in each
fifth calendar year after 1997, except to the ex-
tent that different years for the repeating and
concluding of such proceedings may be deter-
mined in accordance with subparagraphs (B)
and (C).

‘‘(G) Except as provided in section 1002(e) of
this title, a digital phonorecord delivery licensed
under this paragraph shall be accompanied by
the information encoded in the sound recording,
if any, by or under the authority of the copy-
right owner of that sound recording, that identi-
fies the title of the sound recording, the featured
recording artist who performs on the sound re-
cording, and related information, including in-
formation concerning the underlying musical
work and its writer.

‘‘(H)(i) A digital phonorecord delivery of a
sound recording is actionable as an act of in-
fringement under section 501, and is fully sub-
ject to the remedies provided by sections 502
through 506 and section 509, unless—

‘‘(I) the digital phonorecord delivery has been
authorized by the copyright owner of the sound
recording; and

‘‘(II) the owner of the copyright in the sound
recording or the entity making the digital pho-
norecord delivery has obtained a compulsory li-
cense under this section or has otherwise been
authorized by the copyright owner of the musi-
cal work to distribute or authorize the distribu-
tion, by means of a digital phonorecord delivery,
of each musical work embodied in the sound re-
cording.

‘‘(ii) Any cause of action under this subpara-
graph shall be in addition to those available to
the owner of the copyright in the nondramatic
musical work under subsection (c)(6) and sec-
tion 106(4) and the owner of the copyright in the
sound recording under section 106(6).

‘‘(I) The liability of the copyright owner of a
sound recording for infringement of the copy-
right in a nondramatic musical work embodied
in the sound recording shall be determined in
accordance with applicable law, except that the
owner of a copyright in a sound recording shall
not be liable for a digital phonorecord delivery
by a third party if the owner of the copyright in
the sound recording does not license the dis-
tribution of a phonorecord of the nondramatic
musical work.

‘‘(J) Nothing in section 1008 shall be construed
to prevent the exercise of the rights and rem-
edies allowed by this paragraph, paragraph (6),
and chapter 5 in the event of a digital phono-
record delivery, except that no action alleging
infringement of copyright may be brought under
this title against a manufacturer, importer or
distributor of a digital audio recording device, a
digital audio recording medium, an analog re-
cording device, or an analog recording medium,
or against a consumer, based on the actions de-
scribed in such section.

‘‘(K) Nothing in this section annuls or limits
(i) the exclusive right to publicly perform a
sound recording or the musical work embodied
therein, including by means of a digital trans-
mission, under sections 106(4) and 106(6), (ii) ex-
cept for compulsory licensing under the condi-
tions specified by this section, the exclusive
rights to reproduce and distribute the sound re-
cording and the musical work embodied therein
under sections 106(1) and 106(3), including by
means of a digital phonorecord delivery, or (iii)
any other rights under any other provision of
section 106, or remedies available under this
title, as such rights or remedies exist either be-
fore or after the date of enactment of the Digital
Performance Right in Sound Recordings Act of
1995.

‘‘(L) The provisions of this section concerning
digital phonorecord deliveries shall not apply to
any exempt transmissions or retransmissions
under section 114(d)(1). The exemptions created
in section 114(d)(1) do not expand or reduce the
rights of copyright owners under section 106(1)
through (5) with respect to such transmissions
and retransmissions.’’; and

(5) by adding after subsection (c) the follow-
ing:

‘‘(d) DEFINITION.—As used in this section, the
following term has the following meaning: A
‘digital phonorecord delivery’ is each individual
delivery of a phonorecord by digital trans-
mission of a sound recording which results in a
specifically identifiable reproduction by or for
any transmission recipient of a phonorecord of
that sound recording, regardless of whether the
digital transmission is also a public performance
of the sound recording or any nondramatic mu-
sical work embodied therein. A digital phono-
record delivery does not result from a real-time,
noninteractive subscription transmission of a
sound recording where no reproduction of the
sound recording or the musical work embodied
therein is made from the inception of the trans-
mission through to its receipt by the trans-
mission recipient in order to make the sound re-
cording audible.’’.
SEC. 5. CONFORMING AMENDMENTS.

(a) DEFINITIONS.—Section 101 of title 17, Unit-
ed States Code, is amended by inserting after
the definition of ‘‘device’’, ‘‘machine’’, or ‘‘proc-
ess’’ the following:

‘‘A ‘digital transmission’ is a transmission in
whole or in part in a digital or other non-analog
format.’’.

(b) LIMITATIONS ON EXCLUSIVE RIGHTS: SEC-
ONDARY TRANSMISSIONS.—Section 111(c)(1) of
title 17, United States Code, is amended in the
first sentence by inserting ‘‘and section 114(d)’’
after ‘‘of this subsection’’.

(c) LIMITATIONS ON EXCLUSIVE RIGHTS: SEC-
ONDARY TRANSMISSIONS OF SUPERSTATIONS AND
NETWORK STATIONS FOR PRIVATE HOME VIEW-
ING.—
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(1) Section 119(a)(1) of title 17, United States

Code, is amended in the first sentence by insert-
ing ‘‘and section 114(d)’’ after ‘‘of this sub-
section’’.

(2) Section 119(a)(2)(A) of title 17, United
States Code, is amended in the first sentence by
inserting ‘‘and section 114(d)’’ after ‘‘of this
subsection’’.

(d) COPYRIGHT ARBITRATION ROYALTY PAN-
ELS.—

(1) Section 801(b)(1) of title 17, United States
Code, is amended in the first and second sen-
tences by striking ‘‘115’’ each place it appears
and inserting ‘‘114, 115,’’.

(2) Section 802(c) of title 17, United States
Code, is amended in the third sentence by strik-
ing ‘‘section 111, 116, or 119,’’ and inserting
‘‘section 111, 114, 116, or 119, any person entitled
to a compulsory license under section 114(d),
any person entitled to a compulsory license
under section 115,’’.

(3) Section 802(g) of title 17, United States
Code, is amended in the third sentence by in-
serting ‘‘114,’’ after ‘‘111,’’.

(4) Section 802(h)(2) of title 17, United States
Code, is amended by inserting ‘‘114,’’ after
‘‘111,’’.

(5) Section 803(a)(1) of title 17, United States
Code, is amended in the first sentence by strik-
ing ‘‘115’’ and inserting ‘‘114, 115’’ and by strik-
ing ‘‘and (4)’’ and inserting ‘‘(4) and (5)’’.

(6) Section 803(a)(3) of title 17, United States
Code, is amended by inserting before the period
‘‘or as prescribed in section 115(c)(3)(D)’’.

(7) Section 803(a) of title 17, United States
Code, is amended by inserting after paragraph
(4) the following new paragraph:

‘‘(5) With respect to proceedings under section
801(b)(1) concerning the determination of rea-
sonable terms and rates of royalty payments as
provided in section 114, the Librarian of Con-
gress shall proceed when and as provided by
that section.’’.
SEC. 6. EFFECTIVE DATE.

This Act and the amendments made by this
Act shall take effect 3 months after the date of
enactment of this Act, except that the provisions
of sections 114(e) and 114(f) of title 17, United
States Code (as added by section 3 of this Act)
shall take effect immediately upon the date of
enactment of this Act.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
California [Mr. MOORHEAD] will be rec-
ognized for 20 minutes, and the gentle-
woman from Colorado [Mrs. SCHROE-
DER] will be recognized for 20 minutes.

The Chair recognizes the gentleman
from California [Mr. MOORHEAD].

(Mr. MOORHEAD asked and was
given permission to revise and extend
his remarks.)

Mr. MOORHEAD. Mr. Speaker, I
yield myself such time as I may
consume.

Mr. Speaker, I rise in support of H.R.
1506, the Digital Performance Right in
Sound Recordings Act of 1995. I would
like to thank the gentlewoman from
Colorado [Mrs. SCHROEDER] for her co-
operation and hard work on this impor-
tant legislation. I also want to com-
mend the gentleman from Michigan
[Mr. CONYERS], an original cosponsor of
H.R. 1506, for his support and leader-
ship in bringing about the compromise
that made this legislation possible. The
Subcommittee on Courts and Intellec-
tual Property began last Congress to
try and construct legislation to take
care of what all parties agree is a like-
ly problem for U.S. record companies
and the people who sing and play

music. The problem concerns home
subscription services for the digital
transmission of music offered by dif-
ferent companies. This type of service
permits the home subscriber, for a
monthly fee, to select music. The com-
pany providing a subscription service
can purchase a single record and play
it for hundreds of subscribers and by so
doing displace record sales.

Under current law, owners of almost
every kind of copyright work have ex-
clusive rights to authorize the public
performance of that work. But sound
recordings and the artists and compa-
nies that produce them have no such
performance rights. Records sold at a
store is the primary source of income
for the record companies and for the
singers. When a song is played on the
radio or a digital audio cable service,
neither the musicians who perform the
work nor the record company have a
legal right to control or receive com-
pensation. H.R. 1506 will provide a very
limited right for this purpose.

This new right is limited in that it
only applies to digital audio trans-
mission services that are sold pri-
marily to the home. It does not apply
to traditional radio and TV broadcasts,
or to background music services, such
as Muzak or 3M nor does it apply to
public radio, restaurants, department
stores, hotels, amusement parks.

The purpose of this legislation is to
insure that performing artists, record
companies and others whose livelihood
depends upon effective copyright pro-
tection for sound recordings will be
protected as new technologies affect
the ways in which their creative works
are marketed.

WHAT ABOUT THE PUBLIC INTEREST

The Department of Justice’s Anti-
trust Division reviewed the com-
promise agreement and sent a letter to
the subcommittee supporting the com-
promise saying that it will ‘‘advance
competition’’ and by adopting the two
amendments that they recommended
the new language will preclude the re-
cording companies from acting as a
cartel and exploiting the combined
market power associated with the pool-
ing of intellectual property rights and
thereby prevent the driving up of
prices that consumers will have to pay
for their product.

This legislation will also permit the
development of new technologies that
will be used and enjoyed by the
consumer. It will also provide the
consumer with access to a variety of
choices of new entertainment which
will be regulated by the market. We
must remember that our copyright in-
dustries contribute more to the U.S.
economy and employ more workers
than any single manufacturing sector
in the United States Between 1977 and
1993, employment in the U.S. copyright
industries more than doubled to 3 mil-
lion workers, which is 2.5 percent of
the total U.S. work force. During the
same period, the U.S. copyright indus-
try employment grew almost four
times the annual rate of the whole

economy—2.6 percent versus 0.7 per-
cent. In 1993, the U.S. copyright indus-
tries achieved estimated foreign sales
of $45.8 billion. After automobiles and
parts, the copyright industry is the
second largest industry in exports.

Again, I want to thank the commit-
tee members for their patience and
support and I would like to congratu-
late the parties of interest for working
together and coming up with what I be-
lieve is a good, solid piece of legisla-
tion, that’s both good for the industry
and good for the American consumer.

Mr. Speaker, in conclusion, this leg-
islation is the first step in bringing our
copyright industries closer to the in-
formation superhighway. As we enter
the digital and information age, the
protection of America’s intellectual
property is essential. It’s essential for
two reasons. First, for the develop-
ment, use, and advancement of new
technology, and second, such protec-
tion will encourage more creative
works from which society is the ulti-
mate benefactor.

I am not aware of any opposition to
this legislation. It has the support of
the American Federation of Musicians,
the American Federation of Television
and Radio Artists, the record indus-
tries, the songwriters, the radio and TV
broadcast industry, and the adminis-
tration.

I urge a favorable vote on H.R. 1506.
Mr. Speaker, I reserve the balance of

my time.
Mrs. SCHROEDER. Mr. Speaker, I

yield myself such time as I may
consume.

Mr. Speaker, I rise in support of H.R.
1506, and yield myself such time as I
may consume.

I strongly support the establishment
in our copyright law of a digital per-
formance right in sound recordings. In
the digital age, creation of this right
becomes imperative if we are to ensure
that creators and copyright owners re-
ceive fair compensation for their prop-
erty.

I also want to emphasize how impor-
tant the creation of this right is with
respect to our efforts to ensure strong
protection for intellectual property on
a global basis. While complete harmo-
nization of our copyright laws with
those of other countries is not possible,
it is difficult for us to persuade other
countries to protect intellectual prop-
erty if our own laws are not suffi-
ciently strong.

I particularly want to commend the
various interested parties who have
spent long and arduous hours in nego-
tiations with respect to this bill. Under
the leadership of our subcommittee
chairman, the gentleman from Califor-
nia, we have seen the parties negotiate
successfully in a way that makes the
bill before us today as strong as pos-
sible. I think the result is a positive
one for all parties involved, and I urge
my colleagues to support it.

Mr. Speaker, I reserve the balance of
my time.
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Mr. MOORHEAD. Mr. Speaker, I
yield such time as he may consume to
the gentleman from Wisconsin [Mr.
SENSENBRENNER].

Mr. SENSENBRENNER. Mr. Speak-
er, I rise in support for H.R. 1506, the
Digital Performance Right in Sound
Recordings Act of 1995. This bill gives
recording artists and their recording
companies copyright protection over
the transmission of digital sound re-
cordings. Under current law, song-
writers, but not recording artists or
companies, receive royalties when
their music is played on radio or tele-
vision.

Artists and companies receive much
of their compensation through the sale
of compact discs, records, and tapes
that are often promoted on radio and
television. However, new interactive
services are being created which allow
consumers to use their TV’s and com-
puters to order any recording at any
time. These subscriber services threat-
en sales of CD’s, records and tapes.
With this legislation recording artists
will have a performance right in digital
transmissions which will afford them
the opportunity to receive compensa-
tion when their performances are
transmitted digitally. Presently, under
American copyright law, owners of al-
most every kind of copyrighted work
have exclusive rights to authorize the
public performance of that work. It is
time to provide recording artists and
companies some copyright protection.

H.R. 1506 is equally important for
what it doesn’t do. This bill does not
require businesses, such as bars and
restaurants to pay an additional per-
formance royalty when they play
music. Such businesses should be al-
lowed the play ‘‘incidental’’ or back-
ground music without having to pay
fees to music performers. Background
music is not now and will never be a
substitute for consumer purchases of
prerecorded music.

I congratulate Chairman MOORHEAD
and all the parties who contributed to
the negotiations on this issue and
made this compromise legislation pos-
sible. H.R. 1506 brings copyright law
up-to-date to accommodate the new
digital technologies in today’s market-
place. I strongly urge its passage.

Mrs. SCHROEDER. Mr. Speaker, I
yield 4 minutes to the distinguished
gentleman from Michigan [Mr. CON-
YERS], the ranking member of the sub-
committee.

(Mr. CONYERS asked and was given
permission to revise and extend his re-
marks.)

Mr. CONYERS. Mr. Speaker, my con-
gratulations again to the chairman of
the subcommittee, the gentleman from
California [Mr. MOORHEAD], who was
joined by the gentlewoman from Colo-
rado [Mrs. SCHROEDER] and the gen-
tleman from California [Mr. BERMAN]
to make sure that we got to this point.

Mr. Speaker, I rise in support of the
measure. The sounds of harmony that I

hear today on H.R. 1506 are, well, music
to my ears.

I am truly delighted that our friends
in the recording industry, the perform-
ing rights societies, the broadcasters
and the background music services
have, under the auspices of this sub-
committee, done the tough job of ham-
mering out a compromise agreement
that is acceptable to all.

When Mr. MOORHEAD asked me to
join with him as a lead cosponsor of
H.R. 1506, we both knew that such a
process would be essential to the final
resolution of this matter. We both
knew that H.R. 1506 as introduced
would not be the final word, but rather
the logical starting point of a process
which broke down in an unfortunate
manner last year.

Three major issues were critical to
the resolution of this matter.

First, there was disagreement about
the exclusive rights to license perform-
ances of digital music on interactive or
audio-on-demand services and whether
this would be a right shared with the
performance rights societies.

Second, the commercial music serv-
ices, like MUZAK, wanted an exemp-
tion such as provided for them in the
House bill but not in the Senate bill.

Third, there was a dispute over when
there is a digital delivery which affects
the record companies’ ability to collect
royalties.

Under your leadership, Mr. Speaker,
these three sticky matters have now
become transformed into harmonic
convergence.

The agreement requires the inter-
active music distributor to obtain li-
censes from both the record company,
for the sound recording, and from the
performing rights societies, for the mu-
sical composition. That seems fair to
me.

Commercial background services, so
long as they do not alter their oper-
ations to make copying easier, are
fully exempt, and that, too, is similar
to the exemption for broadcasters.

Finally, the recording industry will
pay mechanical royalties at two dif-
ferent rates, one when records are ac-
tually sold and the customer makes a
permanent copy, and one in situations
where there may be copying of albums
by someone who is paying only for the
right to listen to the music. This set-
tles a dispute that received a lot of dis-
cussion at the June 21 hearing.

By passing this legislation, Congress
will open the door to a golden age of
digital technology where—as described
in a Boston University Law Review ar-
ticle—consumers may never have to set
foot in a record store, yet have the
ability to choose a musical selection
from everything ever recorded without
fear that it is out of stock, and be able
to copy the album, at any time of the
day or night, over a fiber optic cable by
using a remote control while sitting in
the comfort of their living rooms.

Best of all, all this will be possible
without the industrial meltdown that
many had feared would put the record

companies out of business as a result of
the new digital technology or cut off a
stream of income to the creative
geniuses who are America’s composers
and song writers.

I am especially pleased that perform-
ing artists will also benefit from this
legislation. One estimate is that in
1987, performing artists should have re-
ceived as much as half of the $120 mil-
lion that is collected worldwide for the
public performance of sound record-
ings; now they stand to recover royal-
ties when recordings of their perform-
ances are distributed digitally. I urge
strong support for this compromise.

Mrs. SCHROEDER. Mr. Speaker, I
yield 4 minutes to the distinguished
gentleman from California [Mr. BER-
MAN] who probably knows more about
this issue than I could ever learn.

Mr. BERMAN. Mr. Speaker, I thank
the gentlewoman for yielding time to
me. I know longer about this bill, I do
not know more about this bill. I am
happy to voice my strong support of
H.R. 1506, the Digital Performance
Right in Sound Recordings Act, and I
want to congratulate my colleague
from California, CARLOS MOORHEAD, be-
cause it is on his watch that this long
overdue legislation is finally coming to
fruition.

The proliferation of new technologies
capable of transmitting the fruits of
American musical genius directly to
consumers with compact disc quality,
and what is more, transmitting to
Americans what they want to hear
when they want to hear it—commands
a congressional response. It is not the
technology itself which I lament; rath-
er it is the fact that if we fail to act,
then American intellectual property is
highly likely to lose all meaningful
protection.

The constitutional imperative that
the Congress protect copyright compels
us from time to time to adjust our laws
to fit new circumstances. While I have
long felt that a performance right in
sound recordings is the unfinished busi-
ness of the omnibus overhaul of our
copyright code in 1976, it is the pro-
liferation of new technologies which
makes the legislation before us today
more important than ever.

Some have criticized the bill for fall-
ing short of the ideal, but I have al-
ways been loathe to view the best as
the enemy of the good. As a member of
the Subcommittee on Intellectual
Property who proudly represents many
of the segments of the music industry
with a deep interest in H.R. 1506, I am
delighted that this legislation has fi-
nally come to fruition, and that it does
justice to legitimate concerns which
have been raised with us.

This legislation is long overdue, and
I commend it to my colleagues for
their approval.

Mrs. SCHROEDER. Mr. Speaker, I
yield 2 minutes to the distinguished
gentleman from Maryland [Mr. HOYER].

Mr. HOYER. Mr. Speaker, I thank
the gentlewoman for yielding time to
me.
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Mr. Speaker, I rise in strong support

of this legislation. As has been said in
this modern age of technological ad-
vancement, this type of legislation is
needed. Current copyright law cannot
adequately address the numerous is-
sues which arise when digital tech-
nology is used. Moreover, the number
of subscribers obtaining access to digi-
tal transmissions is ever-increasing.
Therefore, certain modifications to the
law are necessary to ensure that re-
cording artists’ and record companies’
rights are protected. This carefully
crafted legislation will ensure that the
recording community will not only
have the ability to control the dis-
tribution of their work, but receive
payment for the use of their creative
works. From hip-hop to country,
reggae to classical, this bill helps to
ensure our talented recording artists
and recording companies are fairly
compensated for public performance of
their work. Without this legislation
many situations could and, I am sure,
would arise where the artists and
music companies would not be com-
pensated for their creative work. For
many of them, their livelihood depends
upon their being appropriately com-
pensated for the use of the songs they
have created. It takes much time, en-
ergy, and labor to produce material
which provides public enjoyment. The
creators of these materials deserve to
be adequately compensated.

Mr. Speaker, as I am sure some on
this floor know, Stephen Foster died
essentially a pauper. He died a pauper
not because his music was not popular,
not because many thousands of people
did not play or sing or enjoy his music
on a daily, weekly, monthly, and an-
nual basis. It was because there was no
system for compensating the genius
that was Stephen Foster.

We have geniuses among us today,
some of whom are incredibly well com-
pensated, but unfortunately, some of
the most creative, perhaps not the
most famous or well-known, have not
been fairly compensated. This legisla-
tion, targeted, is important in a par-
ticular area. There are many areas
which copyright fails to adequately
compensate those who create. There-
fore, I think it is incumbent upon us,
as has been said, I know, by the chair-
man and by the ranking member, in an
increasingly technological age in
which the reproduction of what others
have done is much easier, and frankly,
the copying and dissemination of that,
without any compensation to those
who created it, is becoming epidemic,
it is important that this Congress act
to protect those who create.

Mrs. SCHROEDER. Mr. Speaker, I
yield myself such time as I may
consume.

Mr. Speaker, I want to once again
urge people to please vote for this. As
we see the information highway com-
ing up, this is the information that will
go over the highway. If we cannot pro-
tect the creators of that information so
that they can get compensated when

people pull this down and copy it, then
there will not be any information on
the highway. This is terribly important
to the future of the country in the 21st
century.

I thank everyone who has worked so
hard on this, especially my chairman
and especially the industry, who nego-
tiate the long and hard coming to this
agreement.

Mr. Speaker, I yield back the balance
of my time.

Mr. MOORHEAD. Mr. Speaker, I
yield myself such time as I may
consume.

Mr. Speaker, this is important legis-
lation. It has been made possible by the
leadership of the chairman of our full
committee, by the ranking member of
our full committee, by the ranking
member of our subcommittee, and each
and every member of the subcommit-
tee. It is a group endeavor that has
made it possible for us to move forward
with this important bill in the new su-
perhighway that we are building in the
telecommunications industry. I ask
every Member to vote ‘‘aye’’ on this
bill.

Mr. Speaker, I yield back the balance
of my time.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from California [Mr.
MOORHEAD] that the House suspend the
rules and pass the bill, H.R. 1506, as
amended.

The question was taken; and (two-
thirds having voted in favor thereof)
the rules were suspended and the bill,
as amended, was passed.

A motion to reconsider was laid on
the table.

Mr. MOORHEAD. Mr. Speaker, I ask
unanimous consent to take from the
Speaker’s table the Senate bill (S. 227)
to amend title 17, United States Code,
to provide an exclusive right to per-
form sound recordings publicly by
means of digital transmissions, and for
other purposes, and ask for its imme-
diate consideration.

The Clerk red the title of the Senate
bill.

The SPEAKER pro tempore (Mr.
RIGGS). Is there objection to the re-
quest of the gentleman from Califor-
nia?

Mrs. SCHROEDER. Mr. Speaker, re-
serving the right to object, I do so basi-
cally to yield to the gentleman from
California [Mr. MOORHEAD] to explain
the purpose of his request.

Mr. MOORHEAD. Mr. Speaker, this is
the companion Senate bill. This action
will enable the bill to go to the Presi-
dent. Both this bill and the former bill
basically originated in the House, but
the Senate was able to get it passed in
their House first, and we want the bills
to go immediately to the President of
the United States without having to go
back to the Senate, so we are incor-
porating it into the Senate legislation.

Mrs. SCHROEDER. I thank the gen-
tleman from California for his expla-
nation. That is exactly what we want
to do. We want to get these bills mov-
ing as quickly as possible.

Mr. Speaker, since the gentleman’s
motion does that, I withdraw my res-
ervation of objection.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from California?

There was no objection.
The Clerk read the Senate bill, as fol-

lows:
S. 227

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Digital Per-
formance Right in Sound Recordings Act of
1995’’.
SEC. 2. EXCLUSIVE RIGHTS IN COPYRIGHTED

WORKS.
Section 106 of title 17, United States Code,

is amended—
(1) in paragraph (4) by striking ‘‘and’’ after

the semicolon;
(2) in paragraph (5) by striking the period

and inserting ‘‘; and’’; and
(3) by adding at the end the following:
‘‘(6) in the case of sound recordings, to per-

form the copyrighted work publicly by
means of a digital audio transmission.’’.
SEC. 3. SCOPE OF EXCLUSIVE RIGHTS IN SOUND

RECORDINGS.
Section 114 of title 17, United States Code,

is amended—
(1) in subsection (a) by striking ‘‘and (3)’’

and inserting ‘‘(3) and (6)’’;
(2) in subsection (b) in the first sentence by

striking ‘‘phonorecords, or of copies of mo-
tion pictures and other audiovisual works,’’
and inserting ‘‘phonorecords or copies’’;

(3) by striking subsection (d) and inserting:
‘‘(d) LIMITATIONS ON EXCLUSIVE RIGHT.—

Notwithstanding the provisions of section
106(6)—

‘‘(1) EXEMPT TRANSMISSIONS AND
RETRANSMISSIONS.—The performance of a
sound recording publicly by means of a digi-
tal audio transmission, other than as a part
of an interactive service, is not an infringe-
ment of section 106(6) if the performance is
part of—

‘‘(A)(i) a nonsubscription transmission
other than a retransmission;

‘‘(ii) an initial nonsubscription
retransmission made for direct reception by
members of the public of a prior or simulta-
neous incidental transmission that is not
made for direct reception by members of the
public; or

‘‘(iii) a nonsubscription broadcast trans-
mission;

‘‘(B) a retransmission of a nonsubscription
broadcast transmission: Provided, That, in
the case of a retransmission of a radio sta-
tion’s broadcast transmission—

‘‘(i) the radio station’s broadcast trans-
mission is not willfully or repeatedly
retransmitted more than a radius of 150
miles from the site of the radio broadcast
transmitter, however—

‘‘(I) the 150 mile limitation under this
clause shall not apply when a
nonsubscription broadcast transmission by a
radio station licensed by the Federal Com-
munications Commission is retransmitted on
a nonsubscription basis by a terrestrial
broadcast station, terrestrial translator, or
terrestrial repeater licensed by the Federal
Communications Commission; and

‘‘(II) in the case of a subscription
retransmission of a nonsubscription broad-
cast retransmission covered by subclause (I),
the 150 mile radius shall be measured from
the transmitter site of such broadcast
retransmitter;

‘‘(ii) the retransmission is of radio station
broadcast transmissions that are—
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‘‘(I) obtained by the retransmitter over the

air;
‘‘(II) not electronically processed by the

retransmitter to deliver separate and dis-
crete signals; and

‘‘(III) retransmitted only within the local
communities served by the retransmitter;

‘‘(iii) the radio station’s broadcast trans-
mission was being retransmitted to cable
systems (as defined in section 111(f)) by a
satellite carrier on January 1, 1995, and that
retransmission was being retransmitted by
cable systems as a separate and discrete sig-
nal, and the satellite carrier obtains the
radio station’s broadcast transmission in an
analog format: Provided, That the broadcast
transmission being retransmitted may em-
body the programming of no more than one
radio station; or

‘‘(iv) the radio station’s broadcast trans-
mission is made by a noncommercial edu-
cational broadcast station funded on or after
January 1, 1995, under section 396(k) of the
Communications Act of 1934 (47 U.S.C.
396(k)), consists solely of noncommercial
educational and cultural radio programs, and
the retransmission, whether or not simulta-
neous, is a nonsubscription terrestrial broad-
cast retransmission; or

‘‘(C) a transmission that comes within any
of the following categories:

‘‘(i) a prior or simultaneous transmission
incidental to an exempt transmission, such
as a feed received by and then retransmitted
by an exempt transmitter: Provided, That
such incidental transmissions do not include
any subscription transmission directly for
reception by members of the public;

‘‘(ii) a transmission within a business es-
tablishment, confined to its premises or the
immediately surrounding vicinity;

‘‘(iii) a retransmission by any
retransmitter, including a multichannel
video programming distributor as defined in
section 602(12) of the Communications Act of
1934 (47 U.S.C. 522(12)), of a transmission by a
transmitter licensed to publicly perform the
sound recording as a part of that trans-
mission, if the retransmission is simulta-
neous with the licensed transmission and au-
thorized by the transmitter; or

‘‘(iv) a transmission to a business estab-
lishment for use in the ordinary course of its
business: Provided, That the business recipi-
ent does not retransmit the transmission
outside of its premises or the immediately
surrounding vicinity, and that the trans-
mission does not exceed the sound recording
performance complement. Nothing in this
clause shall limit the scope of the exemption
in clause (ii).

‘‘(2) SUBSCRIPTION TRANSMISSIONS.—In the
case of a subscription transmission not ex-
empt under subsection (d)(1), the perform-
ance of a sound recording publicly by means
of a digital audio transmission shall be sub-
ject to statutory licensing, in accordance
with subsection (f) of this section, if—

‘‘(A) the transmission is not part of an
interactive service;

‘‘(B) the transmission does not exceed the
sound recording performance complement;

‘‘(C) the transmitting entity does not
cause to be published by means of an ad-
vance program schedule or prior announce-
ment the titles of the specific sound record-
ings or phonorecords embodying such sound
recordings to be transmitted;

‘‘(D) except in the case of transmission to
a business establishment, the transmitting
entity does not automatically and inten-
tionally cause any device receiving the
transmission to switch from one program
channel to another; and

‘‘(E) except as provided in section 1002(e) of
this title, the transmission of the sound re-
cording is accompanied by the information
encoded in that sound recording, if any, by

or under the authority of the copyright
owner of that sound recording, that identi-
fies the title of the sound recording, the fea-
tured recording artist who performs on the
sound recording, and related information, in-
cluding information concerning the underly-
ing musical work and its writer.

‘‘(3) LICENSES FOR TRANSMISSIONS BY INTER-
ACTIVE SERVICES.—

‘‘(A) No interactive service shall be grant-
ed an exclusive license under section 106(6)
for the performance of a sound recording
publicly by means of digital audio trans-
mission for a period in excess of 12 months,
except that with respect to an exclusive li-
cense granted to an interactive service by a
licensor that holds the copyright to 1,000 or
fewer sound recordings, the period of such li-
cense shall not exceed 24 months: Provided,
however, That the grantee of such exclusive
license shall be ineligible to receive another
exclusive license for the performance of that
sound recording for a period of 13 months
from the expiration of the prior exclusive li-
cense.

‘‘(B) The limitation set forth in subpara-
graph (A) of this paragraph shall not apply
if—

‘‘(i) the licensor has granted and there re-
main in effect licenses under section 106(6)
for the public performance of sound record-
ings by means of digital audio transmission
by at least 5 different interactive services:
Provided, however, That each such license
must be for a minimum of 10 percent of the
copyrighted sound recordings owned by the
licensor that have been licensed to inter-
active services, but in no event less than 50
sound recordings; or

‘‘(ii) the exclusive license is granted to per-
form publicly up to 45 seconds of a sound re-
cording and the sole purpose of the perform-
ance is to promote the distribution or per-
formance of that sound recording.

‘‘(C) Notwithstanding the grant of an ex-
clusive or nonexclusive license of the right
of public performance under section 106(6),
an interactive service may not publicly per-
form a sound recording unless a license has
been granted for the public performance of
any copyrighted musical work contained in
the sound recording: Provided, That such li-
cense to publicly perform the copyrighted
musical work may be granted either by a
performing rights society representing the
copyright owner or by the copyright owner.

‘‘(D) The performance of a sound recording
by means of a retransmission of a digital
audio transmission is not an infringement of
section 106(6) if—

‘‘(i) the retransmission is of a transmission
by an interactive service licensed to publicly
perform the sound recording to a particular
member of the public as part of that trans-
mission; and

‘‘(ii) the retransmission is simultaneous
with the licensed transmission, authorized
by the transmitter, and limited to that par-
ticular member of the public intended by the
interactive service to be the recipient of the
transmission.

‘‘(E) For the purposes of this paragraph—
‘‘(i) a ‘licensor’ shall include the licensing

entity and any other entity under any mate-
rial degree of common ownership, manage-
ment, or control that owns copyrights in
sound recordings; and

‘‘(ii) a ‘performing rights society’ is an as-
sociation or corporation that licenses the
public performance of nondramatic musical
works on behalf of the copyright owner, such
as the American Society of Composers, Au-
thors and Publishers, Broadcast Music, Inc.,
and SESAC, Inc.

‘‘(4) RIGHTS NOT OTHERWISE LIMITED.—
‘‘(A) Except as expressly provided in this

section, this section does not limit or impair
the exclusive right to perform a sound re-

cording publicly by means of a digital audio
transmission under section 106(6).

‘‘(B) Nothing in this section annuls or lim-
its in any way—

‘‘(i) the exclusive right to publicly perform
a musical work, including by means of a dig-
ital audio transmission, under section 106(4);

‘‘(ii) the exclusive rights in a sound record-
ing or the musical work embodied therein
under sections 106(1), 106(2) and 106(3); or

‘‘(iii) any other rights under any other
clause of section 106, or remedies available
under this title, as such rights or remedies
exist either before or after the date of enact-
ment of the Digital Performance Right in
Sound Recordings Act of 1995.

‘‘(C) Any limitations in this section on the
exclusive right under section 106(6) apply
only to the exclusive right under section
106(6) and not to any other exclusive rights
under section 106. Nothing in this section
shall be construed to annul, limit, impair or
otherwise affect in any way the ability of the
owner of a copyright in a sound recording to
exercise the rights under sections 106(1),
106(2) and 106(3), or to obtain the remedies
available under this title pursuant to such
rights, as such rights and remedies exist ei-
ther before or after the date of enactment of
the Digital Performance Right in Sound Re-
cordings Act of 1995.’’; and

(4) by adding after subsection (d) the fol-
lowing:

‘‘(e) AUTHORITY FOR NEGOTIATIONS.—
‘‘(1) Notwithstanding any provision of the

antitrust laws, in negotiating statutory li-
censes in accordance with subsection (f), any
copyright owners of sound recordings and
any entities performing sound recordings af-
fected by this section may negotiate and
agree upon the royalty rates and license
terms and conditions for the performance of
such sound recordings and the proportionate
division of fees paid among copyright own-
ers, and may designate common agents on a
nonexclusive basis to negotiate, agree to,
pay, or receive payments.

‘‘(2) For licenses granted under section
106(6), other than statutory licenses, such as
for performances by interactive services or
performances that exceed the sound record-
ing performance complement—

‘‘(A) copyright owners of sound recordings
affected by this section may designate com-
mon agents to act on their behalf to grant li-
censes and receive and remit royalty pay-
ments: Provided, That each copyright owner
shall establish the royalty rates and mate-
rial license terms and conditions unilater-
ally, that is, not in agreement, combination,
or concert with other copyright owners of
sound recordings; and

‘‘(B) entities performing sound recordings
affected by this section may designate com-
mon agents to act on their behalf to obtain
licenses and collect and pay royalty fees:
Provided, That each entity performing sound
recordings shall determine the royalty rates
and material license terms and conditions
unilaterally, that is, not in agreement, com-
bination, or concert with other entities per-
forming sound recordings.

‘‘(f) LICENSES FOR NONEXEMPT SUBSCRIP-
TION TRANSMISSIONS.—

‘‘(1) No later than 30 days after the enact-
ment of the Digital Performance Right in
Sound Recordings Act of 1995, the Librarian
of Congress shall cause notice to be pub-
lished in the Federal Register of the initi-
ation of voluntary negotiation proceedings
for the purpose of determining reasonable
terms and rates of royalty payments for the
activities specified by subsection (d)(2) of
this section during the period beginning on
the effective date of such Act and ending on
December 31, 2000. Such terms and rates
shall distinguish among the different types
of digital audio transmission services then in
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operation. Any copyright owners of sound re-
cordings or any entities performing sound re-
cordings affected by this section may submit
to the Librarian of Congress licenses cover-
ing such activities with respect to such
sound recordings. The parties to each nego-
tiation proceeding shall bear their own costs.

‘‘(2) In the absence of license agreements
negotiated under paragraph (1), during the
60-day period commencing 6 months after
publication of the notice specified in para-
graph (1), and upon the filing of a petition in
accordance with section 803(a)(1), the Librar-
ian of Congress shall, pursuant to chapter 8,
convene a copyright arbitration royalty
panel to determine and publish in the Fed-
eral Register a schedule of rates and terms
which, subject to paragraph (3), shall be
binding on all copyright owners of sound re-
cordings and entities performing sound re-
cordings. In addition to the objectives set
forth in section 801(b)(1), in establishing such
rates and terms, the copyright arbitration
royalty panel may consider the rates and
terms for comparable types of digital audio
transmission services and comparable cir-
cumstances under voluntary license agree-
ments negotiated as provided in paragraph
(1). The Librarian of Congress shall also es-
tablish requirements by which copyright
owners may receive reasonable notice of the
use of their sound recordings under this sec-
tion, and under which records of such use
shall be kept and made available by entities
performing sound recordings.

‘‘(3) License agreements voluntarily nego-
tiated at any time between one or more
copyright owners of sound recordings and
one or more entities performing sound re-
cordings shall be given effect in lieu of any
determination by a copyright arbitration
royalty panel or decision by the Librarian of
Congress.

‘‘(4)(A) Publication of a notice of the initi-
ation of voluntary negotiation proceedings
as specified in paragraph (1) shall be re-
peated, in accordance with regulations that
the Librarian of Congress shall prescribe—

‘‘(i) no later than 30 days after a petition is
filed by any copyright owners of sound re-
cordings or any entities performing sound re-
cordings affected by this section indicating
that a new type of digital audio transmission
service on which sound recordings are per-
formed is or is about to become operational;
and

‘‘(ii) in the first week of January, 2000 and
at 5-year intervals thereafter.

‘‘(B)(i) The procedures specified in para-
graph (2) shall be repeated, in accordance
with regulations that the Librarian of Con-
gress shall prescribe, upon the filing of a pe-
tition in accordance with section 803(a)(1)
during a 60-day period commencing—

‘‘(I) six months after publication of a no-
tice of the initiation of voluntary negotia-
tion proceedings under paragraph (1) pursu-
ant to a petition under paragraph (4)(A)(i); or

‘‘(II) on July 1, 2000 and at 5-year intervals
thereafter.

‘‘(ii) The procedures specified in paragraph
(2) shall be concluded in accordance with sec-
tion 802.

‘‘(5)(A) Any person who wishes to perform
a sound recording publicly by means of a
nonexempt subscription transmission under
this subsection may do so without infringing
the exclusive right of the copyright owner of
the sound recording—

‘‘(i) by complying with such notice require-
ments as the Librarian of Congress shall pre-
scribe by regulation and by paying royalty
fees in accordance with this subsection; or

‘‘(ii) if such royalty fees have not been set,
by agreeing to pay such royalty fees as shall
be determined in accordance with this sub-
section.

‘‘(B) Any royalty payments in arrears shall
be made on or before the twentieth day of
the month next succeeding the month in
which the royalty fees are set.

‘‘(g) PROCEEDS FROM LICENSING OF SUB-
SCRIPTION TRANSMISSIONS.—

‘‘(1) Except in the case of a subscription
transmission licensed in accordance with
subsection (f) of this section—

‘‘(A) a featured recording artist who per-
forms on a sound recording that has been li-
censed for a subscription transmission shall
be entitled to receive payments from the
copyright owner of the sound recording in
accordance with the terms of the artist’s
contract; and

‘‘(B) a nonfeatured recording artist who
performs on a sound recording that has been
licensed for a subscription transmission shall
be entitled to receive payments from the
copyright owner of the sound recording in
accordance with the terms of the
nonfeatured recording artist’s applicable
contract or other applicable agreement.

‘‘(2) The copyright owner of the exclusive
right under section 106(6) of this title to pub-
licly perform a sound recording by means of
a digital audio transmission shall allocate to
recording artists in the following manner its
receipts from the statutory licensing of sub-
scription transmission performances of the
sound recording in accordance with sub-
section (f) of this section:

‘‘(A) 21⁄2 percent of the receipts shall be de-
posited in an escrow account managed by an
independent administrator jointly appointed
by copyright owners of sound recordings and
the American Federation of Musicians (or
any successor entity) to be distributed to
nonfeatured musicians (whether or not mem-
bers of the American Federation of Musi-
cians) who have performed on sound record-
ings.

‘‘(B) 21⁄2 percent of the receipts shall be de-
posited in an escrow account managed by an
independent administrator jointly appointed
by copyright owners of sound recordings and
the American Federation of Television and
Radio Artists (or any successor entity) to be
distributed to nonfeatured vocalists (wheth-
er or not members of the American Federa-
tion of Television and Radio Artists) who
have performed on sound recordings.

‘‘(C) 45 percent of the receipts shall be allo-
cated, on a per sound recording basis, to the
recording artist or artists featured on such
sound recording (or the persons conveying
rights in the artists’ performance in the
sound recordings).

‘‘(h) LICENSING TO AFFILIATES.—
‘‘(1) If the copyright owner of a sound re-

cording licenses an affiliated entity the right
to publicly perform a sound recording by
means of a digital audio transmission under
section 106(6), the copyright owner shall
make the licensed sound recording available
under section 106(6) on no less favorable
terms and conditions to all bona fide entities
that offer similar services, except that, if
there are material differences in the scope of
the requested license with respect to the
type of service, the particular sound record-
ings licensed, the frequency of use, the num-
ber of subscribers served, or the duration,
then the copyright owner may establish dif-
ferent terms and conditions for such other
services.

‘‘(2) The limitation set forth in paragraph
(1) of this subsection shall not apply in the
case where the copyright owner of a sound
recording licenses—

‘‘(A) an interactive service; or
‘‘(B) an entity to perform publicly up to 45

seconds of the sound recording and the sole
purpose of the performance is to promote the
distribution or performance of that sound re-
cording.

‘‘(i) NO EFFECT ON ROYALTIES FOR UNDER-
LYING WORKS.—License fees payable for the
public performance of sound recordings
under section 106(6) shall not be taken into
account in any administrative, judicial, or
other governmental proceeding to set or ad-
just the royalties payable to copyright own-
ers of musical works for the public perform-
ance of their works. It is the intent of Con-
gress that royalties payable to copyright
owners of musical works for the public per-
formance of their works shall not be dimin-
ished in any respect as a result of the rights
granted by section 106(6).

‘‘(j) DEFINITIONS.—As used in this section,
the following terms have the following
meanings:

‘‘(1) An ‘affiliated entity’ is an entity en-
gaging in digital audio transmissions cov-
ered by section 106(6), other than an inter-
active service, in which the licensor has any
direct or indirect partnership or any owner-
ship interest amounting to 5 percent or more
of the outstanding voting or non-voting
stock.

‘‘(2) A ‘broadcast’ transmission is a trans-
mission made by a terrestrial broadcast sta-
tion licensed as such by the Federal Commu-
nications Commission.

‘‘(3) A ‘digital audio transmission’ is a digi-
tal transmission as defined in section 101,
that embodies the transmission of a sound
recording. This term does not include the
transmission of any audiovisual work.

‘‘(4) An ‘interactive service’ is one that en-
ables a member of the public to receive, on
request, a transmission of a particular sound
recording chosen by or on behalf of the recip-
ient. The ability of individuals to request
that particular sound recordings be per-
formed for reception by the public at large
does not make a service interactive. If an en-
tity offers both interactive and non-inter-
active services (either concurrently or at dif-
ferent times), the non-interactive component
shall not be treated as part of an interactive
service.

‘‘(5) A ‘nonsubscription’ transmission is
any transmission that is not a subscription
transmission.

‘‘(6) A ‘retransmission’ is a further trans-
mission of an initial transmission, and in-
cludes any further retransmission of the
same transmission. Except as provided in
this section, a transmission qualifies as a
‘retransmission’ only if it is simultaneous
with the initial transmission. Nothing in
this definition shall be construed to exempt
a transmission that fails to satisfy a sepa-
rate element required to qualify for an ex-
emption under section 114(d)(1).

‘‘(7) The ‘sound recording performance
complement’ is the transmission during any
3-hour period, on a particular channel used
by a transmitting entity, of no more than—

‘‘(A) 3 different selections of sound record-
ings from any one phonorecord lawfully dis-
tributed for public performance or sale in the
United States, if no more than 2 such selec-
tions are transmitted consecutively; or

‘‘(B) 4 different selections of sound record-
ings

‘‘(i) by the same featured recording artist;
or

‘‘(ii) from any set or compilation of
phonorecords lawfully distributed together
as a unit for public performance or sale in
the United States,

if no more than three such selections are
transmitted consecutively:

Provided, That the transmission of selections
in excess of the numerical limits provided
for in clauses (A) and (B) from multiple
phonorecords shall nonetheless qualify as a
sound recording performance complement if
the programming of the multiple
phonorecords was not willfully intended to
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avoid the numerical limitations prescribed
in such clauses.

‘‘(8) A ‘subscription’ transmission is a
transmission that is controlled and limited
to particular recipients, and for which con-
sideration is required to be paid or otherwise
given by or on behalf of the recipient to re-
ceive the transmission or a package of trans-
missions including the transmission.

‘‘(9) A ‘transmission’ includes both an ini-
tial transmission and a retransmission.’’.
SEC. 4. MECHANICAL ROYALTIES IN DIGITAL

PHONORECORD DELIVERIES.
Section 115 of title 17, United States Code,

is amended—
(1) in subsection (a)(1)—
(A) in the first sentence by striking out

‘‘any other person’’ and inserting in lieu
thereof ‘‘any other person, including those
who make phonorecords or digital phono-
record deliveries,’’; and

(B) in the second sentence by inserting be-
fore the period ‘‘, including by means of a
digital phonorecord delivery’’;

(2) in subsection (c)(2) in the second sen-
tence by inserting ‘‘and other than as pro-
vided in paragraph (3),’’ after ‘‘For this pur-
pose,’’;

(3) by redesignating paragraphs (3), (4), and
(5) of subsection (c) as paragraphs (4), (5), and
(6), respectively, and by inserting after para-
graph (2) the following new paragraph:

‘‘(3)(A) A compulsory license under this
section includes the right of the compulsory
licensee to distribute or authorize the dis-
tribution of a phonorecord of a nondramatic
musical work by means of a digital trans-
mission which constitutes a digital phono-
record delivery, regardless of whether the
digital transmission is also a public perform-
ance of the sound recording under section
106(6) of this title or of any nondramatic mu-
sical work embodied therein under section
106(4) of this title. For every digital phono-
record delivery by or under the authority of
the compulsory licensee—

‘‘(i) on or before December 31, 1997, the roy-
alty payable by the compulsory licensee
shall be the royalty prescribed under para-
graph (2) and chapter 8 of this title; and

‘‘(ii) on or after January 1, 1998, the roy-
alty payable by the compulsory licensee
shall be the royalty prescribed under sub-
paragraphs (B) through (F) and chapter 8 of
this title.

‘‘(B) Notwithstanding any provision of the
antitrust laws, any copyright owners of
nondramatic musical works and any persons
entitled to obtain a compulsory license
under subsection (a)(1) may negotiate and
agree upon the terms and rates of royalty
payments under this paragraph and the pro-
portionate division of fees paid among copy-
right owners, and may designate common
agents to negotiate, agree to, pay or receive
such royalty payments. Such authority to
negotiate the terms and rates of royalty pay-
ments includes, but is not limited to, the au-
thority to negotiate the year during which
the royalty rates prescribed under subpara-
graphs (B) through (F) and chapter 8 of this
title shall next be determined.

‘‘(C) During the period of June 30, 1996,
through December 31, 1996, the Librarian of
Congress shall cause notice to be published
in the Federal Register of the initiation of
voluntary negotiation proceedings for the
purpose of determining reasonable terms and
rates of royalty payments for the activities
specified by subparagraph (A) during the pe-
riod beginning January 1, 1998, and ending on
the effective date of any new terms and rates
established pursuant to subparagraph (C),
(D) or (F), or such other date (regarding digi-
tal phonorecord deliveries) as the parties
may agree. Such terms and rates shall dis-
tinguish between (i) digital phonorecord de-
liveries where the reproduction or distribu-

tion of a phonorecord is incidental to the
transmission which constitutes the digital
phonorecord delivery, and (ii) digital phono-
record deliveries in general. Any copyright
owners of nondramatic musical works and
any persons entitled to obtain a compulsory
license under subsection (a)(1) may submit
to the Librarian of Congress licenses cover-
ing such activities. The parties to each nego-
tiation proceeding shall bear their own costs.

‘‘(D) In the absence of license agreements
negotiated under subparagraphs (B) and (C),
upon the filing of a petition in accordance
with section 803(a)(1), the Librarian of Con-
gress shall, pursuant to chapter 8, convene a
copyright arbitration royalty panel to deter-
mine and publish in the Federal Register a
schedule of rates and terms which, subject to
subparagraph (E), shall be binding on all
copyright owners of nondramatic musical
works and persons entitled to obtain a com-
pulsory license under subsection (a)(1) dur-
ing the period beginning January 1, 1998, and
ending on the effective date of any new
terms and rates established pursuant to sub-
paragraph (C), (D) or (F), or such other date
(regarding digital phonorecord deliveries) as
may be determined pursuant to subpara-
graphs (B) and (C). Such terms and rates
shall distinguish between (i) digital phono-
record deliveries where the reproduction or
distribution of a phonorecord is incidental to
the transmission which constitutes the digi-
tal phonorecord delivery, and (ii) digital pho-
norecord deliveries in general. In addition to
the objectives set forth in section 801(b)(1),
in establishing such rates and terms, the
copyright arbitration royalty panel may
consider rates and terms under voluntary li-
cense agreements negotiated as provided in
subparagraphs (B) and (C). The royalty rates
payable for a compulsory license for a digital
phonorecord delivery under this section shall
be established de novo and no precedential
effect shall be given to the amount of the
royalty payable by a compulsory licensee for
digital phonorecord deliveries on or before
December 31, 1997. The Librarian of Congress
shall also establish requirements by which
copyright owners may receive reasonable no-
tice of the use of their works under this sec-
tion, and under which records of such use
shall be kept and made available by persons
making digital phonorecord deliveries.

‘‘(E)(i) License agreements voluntarily ne-
gotiated at any time between one or more
copyright owners of nondramatic musical
works and one or more persons entitled to
obtain a compulsory license under sub-
section (a)(1) shall be given effect in lieu of
any determination by the Librarian of Con-
gress. Subject to clause (ii), the royalty
rates determined pursuant to subparagraph
(C), (D) or (F) shall be given effect in lieu of
any contrary royalty rates specified in a
contract pursuant to which a recording art-
ist who is the author of a nondramatic musi-
cal work grants a license under that person’s
exclusive rights in the musical work under
sections 106(1) and (3) or commits another
person to grant a license in that musical
work under sections 106(1) and (3), to a per-
son desiring to fix in a tangible medium of
expression a sound recording embodying the
musical work.

‘‘(ii) The second sentence of clause (i) shall
not apply to—

‘‘(I) a contract entered into on or before
June 22, 1995, and not modified thereafter for
the purpose of reducing the royalty rates de-
termined pursuant to subparagraph (C), (D)
or (F) or of increasing the number of musical
works within the scope of the contract cov-
ered by the reduced rates, except if a con-
tract entered into on or before June 22, 1995,
is modified thereafter for the purpose of in-
creasing the number of musical works within
the scope of the contract, any contrary roy-

alty rates specified in the contract shall be
given effect in lieu of royalty rates deter-
mined pursuant to subparagraph (C), (D) or
(F) for the number of musical works within
the scope of the contract as of June 22, 1995;
and

‘‘(II) a contract entered into after the date
that the sound recording is fixed in a tan-
gible medium of expression substantially in
a form intended for commercial release, if at
the time the contract is entered into, the re-
cording artist retains the right to grant li-
censes as to the musical work under sections
106(1) and 106(3).

‘‘(F) The procedures specified in subpara-
graphs (C) and (D) shall be repeated and con-
cluded, in accordance with regulations that
the Librarian of Congress shall prescribe, in
each fifth calendar year after 1997, except to
the extent that different years for the re-
peating and concluding of such proceedings
may be determined in accordance with sub-
paragraphs (B) and (C).

‘‘(G) Except as provided in section 1002(e)
of this title, a digital phonorecord delivery
licensed under this paragraph shall be ac-
companied by the information encoded in
the sound recording, if any, by or under the
authority of the copyright owner of that
sound recording, that identifies the title of
the sound recording, the featured recording
artist who performs on the sound recording,
and related information, including informa-
tion concerning the underlying musical work
and its writer.

‘‘(H)(i) A digital phonorecord delivery of a
sound recording is actionable as an act of in-
fringement under section 501, and is fully
subject to the remedies provided by sections
502 through 506 and section 509, unless—

‘‘(I) the digital phonorecord delivery has
been authorized by the copyright owner of
the sound recording; and

‘‘(II) the owner of the copyright in the
sound recording or the entity making the
digital phonorecord delivery has obtained a
compulsory license under this section or has
otherwise been authorized by the copyright
owner of the musical work to distribute or
authorize the distribution, by means of a
digital phonorecord delivery, of each musical
work embodied in the sound recording.

‘‘(ii) Any cause of action under this sub-
paragraph shall be in addition to those avail-
able to the owner of the copyright in the
nondramatic musical work under subsection
(c)(6) and section 106(4) and the owner of the
copyright in the sound recording under sec-
tion 106(6).

‘‘(I) The liability of the copyright owner of
a sound recording for infringement of the
copyright in a nondramatic musical work
embodied in the sound recording shall be de-
termined in accordance with applicable law,
except that the owner of a copyright in a
sound recording shall not be liable for a digi-
tal phonorecord delivery by a third party if
the owner of the copyright in the sound re-
cording does not license the distribution of a
phonorecord of the nondramatic musical
work.

‘‘(J) Nothing in section 1008 shall be con-
strued to prevent the exercise of the rights
and remedies allowed by this paragraph,
paragraph (6), and chapter 5 in the event of
a digital phonorecord delivery, except that
no action alleging infringement of copyright
may be brought under this title against a
manufacturer, importer or distributor of a
digital audio recording device, a digital
audio recording medium, an analog record-
ing device, or an analog recording medium,
or against a consumer, based on the actions
described in such section.

‘‘(K) Nothing in this section annuls or lim-
its (i) the exclusive right to publicly perform
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a sound recording or the musical work em-
bodied therein, including by means of a digi-
tal transmission, under sections 106(4) and
106(6), (ii) except for compulsory licensing
under the conditions specified by this sec-
tion, the exclusive rights to reproduce and
distribute the sound recording and the musi-
cal work embodied therein under sections
106(1) and 106(3), including by means of a dig-
ital phonorecord delivery, or (iii) any other
rights under any other provision of section
106, or remedies available under this title, as
such rights or remedies exist either before or
after the date of enactment of the Digital
Performance Right in Sound Recordings Act
of 1995.

‘‘(L) The provisions of this section con-
cerning digital phonorecord deliveries shall
not apply to any exempt transmissions or
retransmissions under section 114(d)(1). The
exemptions created in section 114(d)(1) do
not expand or reduce the rights of copyright
owners under section 106(1) through (5) with
respect to such transmissions and
retransmissions.’’; and

(5) by adding after subsection (c) the fol-
lowing:

‘‘(d) DEFINITION.—As used in this section,
the following term has the following mean-
ing: A ‘digital phonorecord delivery’ is each
individual delivery of a phonorecord by digi-
tal transmission of a sound recording which
results in a specifically identifiable repro-
duction by or for any transmission recipient
of a phonorecord of that sound recording, re-
gardless of whether the digital transmission
is also a public performance of the sound re-
cording or any nondramatic musical work
embodied therein. A digital phonorecord de-
livery does not result from a real-time,
noninteractive subscription transmission of
a sound recording where no reproduction of
the sound recording or the musical work em-
bodied therein is made from the inception of
the transmission through to its receipt by
the transmission recipient in order to make
the sound recording audible.’’.
SEC. 5. CONFORMING AMENDMENTS.

(a) DEFINITIONS.—Section 101 of title 17,
United States Code, is amended by inserting
after the definition of ‘‘device’’, ‘‘machine’’,
or ‘‘process’’ the following:

‘‘A ‘digital transmission’ is a transmission
in whole or in part in a digital or other non-
analog format.’’.

(b) LIMITATIONS ON EXCLUSIVE RIGHTS: SEC-
ONDARY TRANSMISSIONS.—Section 111(c)(1) of
title 17, United States Code, is amended in
the first sentence by inserting ‘‘and section
114(d)’’ after ‘‘of this subsection’’.

(c) LIMITATIONS ON EXCLUSIVE RIGHTS: SEC-
ONDARY TRANSMISSIONS OF SUPERSTATIONS
AND NETWORK STATIONS FOR PRIVATE HOME
VIEWING.—

(1) Section 119(a)(1) of title 17, United
States Code, is amended in the first sentence
by inserting ‘‘and section 114(d)’’ after ‘‘of
this subsection’’.

(2) Section 119(a)(2)(A) of title 17, United
States Code, is amended in the first sentence
by inserting ‘‘and section 114(d)’’ after ‘‘of
this subsection’’.

(d) COPYRIGHT ARBITRATION ROYALTY PAN-
ELS.—

(1) Section 801(b)(1) of title 17, United
States Code, is amended in the first and sec-
ond sentences by striking ‘‘115’’ each place it
appears and inserting ‘‘114, 115,’’.

(2) Section 802(c) of title 17, United States
Code, is amended in the third sentence by
striking ‘‘section 111, 116, or 119,’’ and insert-
ing ‘‘section 111, 114, 116, or 119, any person
entitled to a compulsory license under sec-
tion 114(d), any person entitled to a compul-
sory license under section 115,’’.

(3) Section 802(g) of title 17, United States
Code, is amended in the third sentence by in-
serting ‘‘114,’’ after ‘‘111,’’.

(4) Section 802(h)(2) of title 17, United
States Code, is amended by inserting ‘‘114,’’
after ‘‘111,’’.

(5) Section 803(a)(1) of title 17, United
States Code, is amended in the first sentence
by striking ‘‘115’’ and inserting ‘‘114, 115’’ and
by striking ‘‘and (4)’’ and inserting ‘‘(4) and
(5)’’.

(6) Section 803(a)(3) of title 17, United
States Code, is amended by inserting before
the period ‘‘or as prescribed in section
115(c)(3)(D)’’.

(7) Section 803(a) of title 17, United States
Code, is amended by inserting after para-
graph (4) the following new paragraph:

‘‘(5) With respect to proceedings under sec-
tion 801(b)(1) concerning the determination
of reasonable terms and rates of royalty pay-
ments as provided in section 114, the Librar-
ian of Congress shall proceed when and as
provided by that section.’’.
SEC. 6. EFFECTIVE DATE.

This Act and the amendments made by
this Act shall take effect 3 months after the
date of enactment of this Act, except that
the provisions of sections 114(e) and 114(f) of
title 17, United States Code (as added by sec-
tion 3 of this Act) shall take effect imme-
diately upon the date of enactment of this
Act.

The Senate bill was ordered to be
read a third time, was read the third
time, and passed, and a motion to re-
consider was laid on the table.

Similar House bills (H.R. 1506) and
(H.R. 587) were laid on the table.

f

GENERAL LEAVE

Mr. MOORHEAD. Mr. Speaker, I ask
unanimous consent that all Members
may have 5 legislative days in which to
revise and extend their remarks on the
bills just considered.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from California?

There was no objection.

f

PROVIDING FOR DISTRIBUTION OF
USIA FILM ‘‘FRAGILE RING OF
LIFE’’

Mr. SMITH of New Jersey. Mr.
Speaker, I move to suspend the rules
and pass the bill (H.R. 2070) to provide
for the distribution within the United
States of the U.S. Information Agency
film entitled ‘‘Fragile Ring of Life.’’

The Clerk read as follows:
H.R. 2070

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled,
SECTION 1. DISTRIBUTION WITHIN THE UNITED

STATES OF THE UNITED STATES IN-
FORMATION AGENCY FILM ENTI-
TLED ‘‘FRAGILE RING OF LIFE’’.

Notwithstanding section 208 of the Foreign
Relations Authorization Act, Fiscal Years
1986 and 1987 (22 U.S.C. 1461–1(a)) and the sec-
ond sentence of section 501 of the United
States Information and Education Exchange
Act of 1948 (22 U.S.C. 1461)—

(1) the Director of the United States Infor-
mation Agency shall make available to the
Archivist of the United States a master copy
of the film entitled ‘‘Fragile Ring of Life’’;
and

(2) upon evidence that necessary United
States rights and licenses have been secured
and paid for by the person seeking domestic
release of the film, the Archivist shall—

(A) reimburse the Director for any ex-
penses of the Agency in making that master
copy available;

(B) deposit that film in the National Ar-
chives of the United States; and

(C) make copies of that film available for
purchase and public viewing within the Unit-
ed States.
Any reimbursement to the Director pursuant
to this section shall be credited to the appli-
cable appropriation of the United States In-
formation Agency.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
New Jersey [Mr. SMITH] and the gen-
tleman from Virginia [Mr. MORAN]
each will be recognized for 20 minutes.

The Chair recognizes the gentleman
from New Jersey [Mr. SMITH].

b 1545

Mr. Speaker, I yield myself such time
as I may consume.

(Mr. SMITH of New Jersey asked and
was given permission to revise and ex-
tend his remarks.)

Mr. SMITH of New Jersey. Mr.
Speaker, I rise in support of H.R. 2070
as introduced by our colleague, Mr.
MORAN. This legislation authorizes the
distribution within the United States
of a specific film, ‘‘The Fragile Ring of
Life’’ produced by the U.S. Information
Agency.

This legislation is necessary because
section 501 of the Smith Mundt Act of
1948 prevents the release within the
United States of products commis-
sioned by the U.S. Information Agency
for 12 years.

The intent of the Smith Mundt Act is
to prevent the executive branch from
using the U.S. Information Agency as a
political tool within the United States.
While this is a reasonable objective,
over the years Congress has approved
the early release of several films and
videotape programs through legislative
action. The decision to waive the
Smith Mundt Act restriction on domes-
tic dissemination is usually based on
finding the material offers worthwhile
educational or cultural information of
interest or value to American citizens.

The ‘‘Fragile Ring of Life’’ does meet
these standards. The film discusses
programs operating around the world
that are focused on protecting sea life
and coral reefs. In addition, it provides
a useful summary of various efforts to
establish environmentally sound prac-
tices within countries that rely upon
the sea for food, commerce, or tourism.

I urge support for H.R. 2070 so that
this film may be made available to do-
mestic viewers.

Mr. Speaker, I reserve the balance of
my time.

Mr. MORAN. Mr. Speaker, I yield
myself such time as I may consume.

This is a very simple, straight-
forward, noncontroversial bill. It sim-
ply allows the film that the U.S. Infor-
mation Agency sponsored, the ‘‘Fragile
Ring of Fire,’’ to be distributed within
the United States.

If it were not for this legislation, this
film could not be shown for another 12
years, because, as the gentleman from
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New Jersey [Mr. SMITH] said, the
Smith-Mundt Act of 1948, and I gather
that was no relation to the gentleman
from New Jersey [Mr. SMITH], it was
another Mr. Smith, but in 1948 to pre-
vent the executive branch from using
the U.S. Information Agency as a polit-
ical tool, and it said that the film has
to be around for 12 years before it can
be shown initially in the United States.

We have passed any number of other
pieces of legislation because of this re-
strictive law. The Thomas Jefferson
papers show, which commemorated the
250th anniversary of Thomas Jeffer-
son’s birth; we had a documentary
about crimes against humanity regard-
ing the conflict in Yugoslavia; we had
a film called ‘‘The Long Way Home,’’
about the humanitarian crisis in Af-
ghanistan; a tribute to Mickey Leland;
photographs of military operations-re-
lated activities in the Republic of Viet-
nam for the purpose of developing and
publishing military histories. All of
these films served an important pur-
pose, but they all had to get this kind
of specific legislative authority before
they could be shown in the United
States.

The ‘‘Fragile Ring of Fire’’ is impor-
tant because it will contribute to
scholarly efforts and public awareness
of these undersea issues. There are a
number of private sector efforts going
on to protect the world’s coral reefs by
revealing the incredible beauty and
productivity of coral reefs in generat-
ing food, income, and employment to
communities around the world. This
film shows some stark examples of the
environmental degradation that has
occurred and highlights the most suc-
cessful reef conservation programs.
The filmmakers went all the way
around the Florida keys, Sri Lanka,
Jamaica, Egypt, Israel, Jordan, and
shot some stunning underwater scenes
in all of these locations. It is just so
ironic that it cannot be shown in the
United States.

Coral reefs are one of the most di-
verse and important of all natural
ecosystems. They are considered the
rain forests of the ocean. They are lo-
cated within eight States, U.S. States
and territories, and the third largest
reef in the world is located next to the
Florida keys. It spans 150 miles from
the south of Miami to the Gulf of Mex-
ico, and over 6 million tourists every
year visit the keys to boat, fish, and
snorkel and scuba dive and see more
than 6,000 species of plants, fish, and
invertebrates.

Because the keys are so important,
not only commercially but because of
protein they provide, any number of
environmental contributions that coral
reefs make, it is disturbing that 10 per-
cent of the reefs have been lost al-
ready, and scientists estimate another
20 to 30 percent could be lost over the
next 15 years.

That is why this is important to be
shown. The State Department has a
coral reef initiative that brings seven

countries together to more effectively
manage coral reef ecosystems.

The Department of State already has
a long list of organizations that want
to participate in this within the United
States, schools, museums, environ-
mental groups, and they need to be
able to show this film.

I cannot imagine any reason why all
of the Members would not want them
to be able to show this film, and, in
fact, many of the Members may want
to make it available to their school
systems.

I do want to express my appreciation
to the gentleman from Indiana [Mr.
HAMILTON], the ranking Democrat on
the full committee, and the gentleman
from New York [Mr. GILMAN], the
chairman of the Committee on Inter-
national Relations, in moving this
through the committee, and lastly, I
want to put in a plug in recognition to
the superb staff of the Committee on
International Relations, Beth Ford and
Kristen Gilley. They have done a ter-
rific job, as well as Kris King, on my
staff, who has followed this for months
and made sure it got legislated, as well
as putting all of these thoughts to-
gether.

Mr. Speaker, I have no further re-
quests for time, and I yield back the
balance of my time.

Mr. SMITH of New Jersey. Mr.
Speaker, I yield myself such time as I
may consume.

I do thank the gentleman for his kind
words. It is a good bill.

Mr. Speaker, I have no further re-
quests for time, and I yield back the
balance of my time.

The SPEAKER pro tempore (Mr.
RIGGS). The question is on the motion
offered by the gentleman from New
Jersey [Mr. SMITH] that the House sus-
pend the rules and pass the bill, H.R.
2070.

The question was taken.
Mr. SMITH of New Jersey. Mr.

Speaker, I object to the vote on the
ground that a quorum is not present
and make the point of order that a
quorum is not present.

The SPEAKER pro tempore. Pursu-
ant to clause 5 of rule 1 and the Chair’s
prior announcement, further proceed-
ings on this motion will be postponed.

The point of no quorum is considered
withdrawn.

f

GENERAL LEAVE
Mr. SMITH of New Jersey. Mr.

Speaker, I ask unanimous consent that
all Members may have 5 legislative
days within which to revise and extend
their remarks on H.R. 2070, the bill just
considered.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from New Jersey?

There was no objection.
f

THE FALL RIVER VISITOR CENTER
ACT OF 1995

Mr. ALLARD. Mr. Speaker, I move to
suspend the rules and pass the bill

(H.R. 629) to authorize the Secretary of
the Interior to participate in the oper-
ation of certain visitor facilities asso-
ciated with, but outside the boundaries
of, Rocky Mountain National Park in
the State of Colorado.

The Clerk read as follows:
H.R. 629

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as ‘‘The Fall River
Visitor Center Act of 1995’’.
SEC. 2. EXPENDITURE OF FUNDS OUTSIDE AU-

THORIZED BOUNDARY OF ROCKY
MOUNTAIN NATIONAL PARK.

(a) VISITOR CENTER.—The Secretary of the
Interior is authorized to collect and expend
donated funds and expend appropriated funds
for the operation and maintenance of a visi-
tor center to be constructed for visitors to
and administration of Rocky Mountain Na-
tional Park with private funds on the pri-
vately owned lands described in subsection
(b).

(b) DESCRIPTION OF PARCELS OF LAND.—The
lands referred to in subsection (a) are de-
scribed as follows:

Being land owned by H.W. Stewart, Inc.,
and more particularly described as follows:

Beginning at the southwest corner of the
north one-half of section 16, township 5
north, range 73 west of the sixth principal
meridian, Colorado; thence south eighty-
seven degrees six minutes east, eight hun-
dred and fifty-four feet; thence north two de-
grees west, three hundred and forty-six and
one-tenth feet to the south boundary of the
right-of-way of U.S. Highway 34; thence
northwesterly along said south boundary
nine hundred and sixty feet to the west line
of said section 16; thence south along the
west line of said section 16 to the point of be-
ginning.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
Colorado [Mr. ALLARD] will be recog-
nized for 20 minutes, and the gen-
tleman from California [Mr. MILLER]
will be recognized for 20 minutes.

The Chair recognizes the gentleman
from Colorado [Mr. ALLARD].

Mr. ALLARD. Mr. Speaker, I yield
myself such time as I may consume.

(Mr. ALLARD asked and was given
permission to revise and extend his re-
marks.)

Mr. ALLARD. Mr. Speaker, this bill
was brought before the Natural Re-
sources Committee’s Subcommittee on
National Parks, Forests and Lands last
year but could not be moved forward
because of concerns raised during the
planning process. I am happy to report
that all of those concerns have now
been addressed and the proposal was
approved by the Larimer County Plan-
ning Commission in January. The
Larimer County Commissioners ap-
proved the plan in March. Finally, last
year the Park Service suggested a
technical change to the bill language
which was incorporated into this year’s
bill. This legislation is a fine example
of how the Government and private
sector can work together and I appre-
ciate the opportunity to bring the bill
before the House today.

This bill is a simple piece of legisla-
tion, but one that will have a notice-
able impact on the people who enjoy
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the beauty and recreational opportuni-
ties at Rocky Mountain National Park.
The legislation simply allows the Na-
tional Park Service to enter into a co-
operative agreement to operate and
maintain a visitor center at the Fall
River entrance to the park. The bill
gives the Secretary of Interior the au-
thority to collect and expend donated
funds and expend appropriated funds
for the operation and maintenance of
the visitor center, which will be lo-
cated outside the boundary of Rocky
Mountain National Park. I introduced
this legislation on January 23, 1995, and
Senator HANK BROWN introduced a
companion bill in the Senate on Feb-
ruary 7, 1995.

Mr. Speaker, this is a unique project
that deserves our attention and utmost
consideration. For some time now
there has been tremendous support to
construct a visitor center at the Fall
River entrance of Rocky Mountain Na-
tional Park. With 1 million tourists en-
tering the park at this entrance every
year, the need to provide an orienta-
tion and interpretation facility is well
known. As you can imagine, park visi-
tation through this entrance is ex-
pected to increase in coming years, not
decrease.

The need and desire for a visitor cen-
ter at the Fall River site is not new. It
was first documented in a plan pre-
pared by the Park Service in 1976, and
again in 1989. However, due to budget
pressures and fiscal constraints this
plan was never set into motion.

It was not until early 1993 that the
prospect for constructing a new visitor
center actually became possible. It was
then that Mr. Bill Carle, owner of H.W.
Stewart, Inc., approached the park su-
perintendent with his idea for the cre-
ation of the Fall River Visitor Center.

Under the Fall River proposal, the
visitor center would be built with pri-
vate funds on land that will remain pri-
vately owned. The National Park Serv-
ice, with assistance from the Shirley S.
Scrogin Charitable Trust, the Rocky
Mountain Nature Association, and the
Rocky Mountain National Park Associ-
ates, would operate and maintain the
visitor center. The park will use exist-
ing staff and operational funds to oper-
ate the center. Besides covering the
cost of construction, the Shirley S.
Scrogin Trust would also contribute
funds annually for the maintenance of
the center. The Rocky Mountain Na-
ture Association, a friends of the park
group, will provide a book sales oper-
ation and staff support for the center.
Revenue generated from book sales
will assist in defraying costs associated
with the visitor center’s operation. The
Rocky Mountain National Park Associ-
ates, another friends of the park group,
will assume the financial expenses for
exhibit planning, design, and construc-
tion.

Mr. Speaker, as a member of the
House Budget Committee, I can attest
to the difficulty the committee faces
all the time when trying to stay within
the budget requirements and utilize

taxpayer’s money judiciously. We are
constantly looking for ways to reduce
spending, cut duplicative programs,
and put Congress on a path toward fis-
cal responsibility. I believe H.R. 629
fulfills these goals and will yield sav-
ings for the Federal Government, as
well as produce rewards.

I am sure you understand the finan-
cial constraints that face our National
Park Service today. Due to the scar-
city of dollars, it is doubtful that
Rocky Mountain National Park will be
appropriated—at any time in the near
future—the funds necessary to con-
struct a new visitor center from start
to finish. Thus, the opportunity before
us today is unique and one that we
must not let fall through the cracks.
The idea of a private-public partner-
ship is one that I know many in Con-
gress and the administration support.
It makes sense from both a fiscal and
practical point of view.

As I have tried to note, the benefits
of this proposal are numerous: Visitors
who come to Rocky Mountain National
Park can enjoy the new visitor center;
the Park Service will be allowed to col-
lect fees at the Fall River entrance;
and the developer will be able to re-
open his businesses that were lost dur-
ing a fire.

In summary, this proposal brings to-
gether the best qualities in both the
public and private sectors. It combines
the strengths and visions of both enti-
ties and provides a blueprint for simi-
lar joint ventures in the future. When-
ever Congress has the opportunity to
provide the public with the services it
needs, while at the same time saving
taxpayer’s money, it must seize that
opportunity. By passing this legisla-
tion today, we will have taken the first
important step on the road to similar
public-private partnerships in the fu-
ture.

Mr. Speaker, I reserve the balance of
my time.

Mr. MILLER of California. Mr.
Speaker, I yield myself such time as I
may consume.

(Mr. MILLER of California asked and
was given permission to revise and ex-
tend his remarks.)

Mr. MILLER of California. Mr.
Speaker, the gentleman from Colorado
has quite accurately reflected the con-
tent of H.R. 629. It had bipartisan sup-
port coming out of the committee. We
continue to support it.

Mr. Speaker, if enacted this legislation
would allow the National Park Service to enter
into cooperative agreements with private and
not-for-profit entities in order to construct,
maintain, and operate a visitors center on pri-
vate land outside park boundaries of the
Rocky Mountain National Park. This would be
the first ever such public/private venture to ad-
dress a park need.

Rocky Mountain National Park is the No. 1
tourist attraction in the State of Colorado with
an annual visitation of almost 3 million people.
Currently, almost 1 million of those visitors
enter the park through the Fall River entrance
and do so without benefit of a National Park
Service facility. Such a facility would greatly

enhance the stay of the park visitor by provid-
ing information on camping, trails, park rules,
safety tips, and historical data on the terrain
and wildlife.

There has been much local input on this
proposal and I believe all parties have ad-
dressed the foreseeable issues. I look forward
to the outcome of this joint venture as I be-
lieve it may be a model for similar agreements
in the future.

Mr. YOUNG of Alaska. Mr. Speaker, H.R.
629 is a noncontroversial bill which will author-
ize the National Park Service to spend Federal
funds to operate a new visitor center. The
center will be developed with private funds
and located on private lands just outside the
entrance of Rocky Mountain National Park.
The bill is consistent with Park Service plans,
supported by the administration and will be
funded from existing funds.

Mr. Speaker, Rocky Mountain National Park
is the No. 1 tourist attraction in the State of
Colorado and a new visitor center will serve to
educate the visitors about the park and its re-
sources, while encouraging a partnership with
the private sector. I urge my colleagues to
support this bill.

Mr. MILLER of California. Mr.
Speaker, I have no further requests for
time, and I yield back the balance of
my time.

Mr. ALLARD. Mr. Speaker, I have no
further requests for time, and I yield
back the balance of my time.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from Colorado [Mr. AL-
LARD] that the House suspend the rules
and pass the bill, H.R. 629.

The question was taken; and (two-
thirds having voted in favor thereof)
the rules were suspended and the bill
was passed.

A motion to reconsider was laid on
the table.

f

GENERAL LEAVE

Mr. ALLARD. Mr. Speaker, I ask
unanimous consent that all Members
may have 5 legislative days within
which to revise and extend their re-
marks and include extraneous material
on H.R. 629, the bill just passed.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Colorado?

There was no objection.

f

WATER RESOURCES RESEARCH
ACT AMENDMENTS OF 1995

Mr. DOOLITTLE. Mr. Speaker, I
move to suspend spend the rules and
pass the bill (H.R. 1743) to amend the
Water Resources Research Act of 1984
to extend the authorizations of appro-
priations through fiscal year 2000, and
for other purposes, as amended.

The Clerk read as follows:
H.R. 1743

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled,
SECTION 1. FINDINGS.

Section 102 of the Water Resources Re-
search Act of 1984 (42 U.S.C. 10301) is amend-
ed—
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(1) in paragraph (2), by inserting ‘‘, produc-

tivity of natural resources and agricultural
systems,’’ after ‘‘environmental quality’’;

(2) by striking out ‘‘and’’ at the end of
paragraph (6);

(3) by striking out the period at the end of
paragraph (7) and inserting ‘‘; and’’; and

(4) by adding at the end the following:
‘‘(8) long-term planning and policy devel-

opment are essential to assuring the avail-
ability of an abundant supply of high quality
water for domestic and other uses; and

‘‘(9) the States must have the research and
problem-solving capacity necessary to effec-
tively manage their water resources.’’.
SEC. 2. PURPOSE.

Section 103 of the Water Resources Re-
search Act of 1984 (42 U.S.C. 10302) is amend-
ed—

(1) by striking ‘‘and’’ at the end of para-
graph (5);

(2) by striking the period at the end of
paragraph (6) and inserting ‘‘; and’’; and

(3) by adding at the end the following:
‘‘(7) encourage long-term planning and re-

search to meet future water management,
quality, and supply challenges.’’.
SEC. 3. GRANTS; MATCHING FUNDS.

Section 104(c) of the Water Resources Re-
search Act of 1984 (42 U.S.C. 10303(c)) is
amended by striking ‘‘one non-Federal dol-
lar’’ and all that follows through ‘‘there-
after’’ and inserting ‘‘two non-Federal dol-
lars for every Federal dollar’’.
SEC. 4. GENERAL AUTHORIZATIONS OF APPRO-

PRIATIONS.
Section 104(f)(1) of the Water Resources Re-

search Act of 1984 (42 U.S.C. 10303(f)(1)) is
amended by striking ‘‘of $10,000,000 for each
of the fiscal years ending September 30, 1989,
through September 30, 1995,’’ and inserting
‘‘of $5,000,000 for fiscal year 1996, $7,000,000 for
fiscal years 1997 and 1998, and $9,000,000 for
fiscal years 1999 and 2000’’.
SEC. 5. COORDINATION.

Section 104 of the Water Resources Re-
search Act of 1984 (42 U.S.C. 10303) is amend-
ed by adding at the end the following:

‘‘(h)(1) To carry out provisions of this Act,
the Secretary—

‘‘(A) shall encourage other Federal depart-
ments, agencies (including agencies within
the Department of the Interior), and instru-
mentalities to use and take advantage of the
expertise and capabilities which are avail-
able through the institutes established by
this section, on a cooperative or other basis;

‘‘(B) shall encourage cooperation and co-
ordination with other Federal programs con-
cerned with water resources problems and is-
sues;

‘‘(C) may enter into contracts, cooperative
agreements, and other transactions without
regard to section 3709 of the Revised Stat-
utes (41 U.S.C. 5);

‘‘(D) may accept funds from other Federal
departments, agencies (including agencies
within the Department of the Interior), and
instrumentalities to pay for and add to
grants made, and contracts entered into, by
the Secretary;

‘‘(E) may promulgate such rules and regu-
lations as he deems appropriate; and

‘‘(F) may support a program of internships
for qualified individuals at the undergradu-
ate and graduate level to carry out the edu-
cational and training objectives of this Act.

‘‘(2) The Secretary shall report to Congress
annually on coordination efforts with other
Federal departments, agencies, and instru-
mentalities under paragraph (1).

‘‘(3) Nothing in this Act shall preempt the
rights and authorities of any State with re-
spect to its water resources or management
of those resources.’’.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from

California [Mr. DOOLITTLE] will be rec-
ognized for 20 minutes, and the gen-
tleman from California [Mr. MILLER]
will be recognized for 20 minutes.

The Chair recognizes the gentleman
from California [Mr. DOOLITTLE].

Mr. DOOLITTLE. Mr. Speaker, I
yield myself such time as I may
consume.

(Mr. DOOLITTLE asked and was
given permission to revise and extend
his remarks.)

Mr. DOOLITTLE. Mr. Speaker, the
primary intent of H.R. 1743 is to extend
the authorization for the State Water
Resources Research Institutes.
Through the act, the institutes have
established a Federal/State partnership
in water resources, education, and in-
formation transfer. There are 54 of
these institutes located at the land
grant university in each of the 50
States and several of the territories.
These institutes are a primary link be-
tween the academic community, the
water-related personnel in Federal and
State government, and the private sec-
tor. The institutes provide a mecha-
nism for promoting State, regional,
and national coordination of water re-
sources research and training. They
also serve as a network to facilitate re-
search coordination and information
transfer. Their programs are coordi-
nated with the general guidance of the
Secretary of the Interior.

This is a popular program because re-
search from the water institutes is
often directed at finding solutions to
water problems that have local and re-
gional relevance. Research results from
the program are often applied to real-
world problems in water management.

H.R. 1743 would expand the act’s find-
ings and focus on the need for long-
term planning and policy development,
support for States in water resources
management, and maintaining produc-
tivity of natural resources and agricul-
tural systems.

H.R. 1743 sets forth new requirements
for the Interior Department to coordi-
nate and cooperate with other depart-
ments and agencies of the Federal Gov-
ernment on water resources problems
and requires an annual report on these
efforts to Congress.

Mr. Speaker, I reserve the balance of
my time.

Mr. MILLER of California. Mr.
Speaker, I yield myself such time as I
may consume.

(Mr. MILLER of California asked and
was given permission to revise and ex-
tend his remarks.)

Mr. MILLER of California. Mr.
Speaker, again, on this legislation,
H.R. 1743, the Water Resources Re-
search Act reauthorization, the gen-
tleman from California [Mr. DOO-
LITTLE], the subcommittee Chair, has
accurately described the bill, and it has
bipartisan support, and I believe bipar-
tisan support both here and in the Sen-
ate.

We would urge the passage of the bill.
Mr. Speaker, I rise in support of H.R. 1743,

a bill to amend the Water Resources Re-
search Act of 1984.

This legislation extends the authorization of
this important program for 5 years and also
provides new flexibility for the program. New
cost-sharing requirements are also specified in
this legislation.

The Water Research Program has provided
us with extraordinary benefits for 30 years. We
now have water research institutes in every
State, as well as in the Virgin Islands, Guam,
the District of Columbia, and Puerto Rico. The
program supports our educational institutions
by training engineers and scientists skilled in
all aspects of water research and manage-
ment.

With help from the Water Research Pro-
gram and the State research institutes, we
have improved our capability to manage floods
and to plan community growth to avoid flood
damages. We have improved our ability to
clean up chemical contamination of our water
supplies. And we have trained hundreds of
scientists, technicians, and engineers to help
us solve complex water management prob-
lems.

The Water Resources Research Program
authorized by H.R. 1743 is a cost-effective
and inexpensive program. Costs of operating
the program are shared with non-Federal in-
terests. The program provides valuable re-
search that is useful to local and State water
managers throughout the Nation. The water
research program has given us years of serv-
ice and deserves our continued support.

I urge my colleagues to support H.R. 1743.
Mr. Speaker, I have no further re-

quests for time, and I yield back the
balance of my time.

Mr. DOOLITTLE. Mr. Speaker, I
yield myself such time as I may
consume.

I would like to thank the gentleman
from California [Mr. MILLER] for his
support on this.

Mr. Speaker, I have no further re-
quests for time, and I yield back the
balance of my time.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from California [Mr.
DOOLITTLE] that the House suspend the
rules and pass the bill, H.R. 1743, as
amended.

The question was taken; and (two-
thirds having voted in favor thereof),
the rules were suspended and the bill,
as amended, was passed.

A motion to reconsider was laid on
the table.

f

GENERAL LEAVE
Mr. DOOLITTLE. Mr. Speaker, I ask

unanimous consent that all Members
may have 5 legislative days within
which to revise and extend their re-
marks and include extraneous material
on H.R. 1743, the bill just passed.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from California?

There was no objection.
f

REMOVAL OF NAME OF MEMBER
AS COSPONSOR OF H.R. 2066

Mr. MILLER of California. Mr.
Speaker, I ask unanimous consent that
my name be removed from the list of
cosponsors of H.R. 2066.
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The SPEAKER pro tempore. Is there

objection to the request of the gen-
tleman from California?

There was no objection.
f

b 1600

COLLECTION OF FEES FOR
TRIPLOID GRASS CARP CERTIFI-
CATION INSPECTIONS
Mr. SAXTON. Mr. Speaker, I move to

suspend the rules and pass the Senate
bill (S. 268) to authorize the collection
of fees for expenses for triploid grass
carp certification inspections, and for
other purposes.

The Clerk read as follows:
S. 268

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
SECTION 1. COLLECTION OF FEES FOR TRIPLOID

GRASS CARP CERTIFICATION IN-
SPECTIONS.

(a) IN GENERAL.—The Secretary of the In-
terior, acting through the Director of the
Fish and Wildlife Service (referred to in this
section as the ‘‘Director’’), may charge rea-
sonable fees for expenses to the Federal Gov-
ernment for triploid grass carp certification
inspections requested by a person who owns
or operates an aquaculture facility.

(b) AVAILABILITY.—All fees collected under
subsection (a) shall be available to the Direc-
tor until expended, without further appro-
priations.

(c) USE.—The Director shall use all fees
collected under subsection (a) to carry out
the activities referred to in subsection (a).

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
New Jersey [Mr. SAXTON] will be recog-
nized for 20 minutes, and the gen-
tleman from California [Mr. MILLER]
will be recognized for 20 minutes.

The Chair recognizes the gentleman
from New Jersey [Mr. SAXTON].

Mr. SAXTON. Mr. Speaker, I rise in
support of S. 268. This legislation es-
tablishes a fee-for-service system
whereby the Secretary of the Interior
may collect fees from private fish pro-
ducers for the cost of grass carp certifi-
cation inspections. It also allows the
U.S. Fish and Wildlife Service to retain
those funds for that program.

This legislation is important because
many States require that grass carp,
which are imported by these States to
eat aquatic vegetation, must be cer-
tified as sterile or triploid. This is to
ensure that these carp do not repro-
duce and have an adverse effect on the
environment.

The Fish and Wildlife Service has
been certifying the sterility of grass
carp since 1979. In fiscal year 1994, over
$70,000 was spent by the Service on this
program. Due to budget constraints,
however, the Fish and Wildlife Service
has announced that it is no longer able
to bear the cost of this program. Pri-
vate producers have notified the Serv-
ice that they are willing to pay certifi-
cation costs. This legislation will allow
the fee-for-service to be established so
the Service can continue the program
at no cost to the Federal Government.

This legislation was the subject of a
hearing in my subcommittee on June 8

and it was unanimously approved by
the House Resources Committee.

It is an excellent example of how a
user fee can be established that is both
beneficial to those who receive the in-
spection services and to our taxpayers.

I want to compliment our distin-
guished colleague from Arkansas,
BLANCHE LAMBERT LINCOLN, for her
leadership on this legislation.

I urge an ‘‘Aye’’ vote on S. 268.
Mr. Speaker, I reserve the balance of

my time.
Mr. MILLER of California. Mr.

Speaker, I yield myself such time as I
may consume.

(Mr. MILLER of California asked and
was given permission to revise and ex-
tend his remarks.)

Mr. MILLER of California. Mr.
Speaker, I strongly support this legis-
lation, which is a very good example of
a private-public partnership that bene-
fits the taxpayers, private industry,
and the environment.

Mr. Speaker, I yield such time as she
may consume to the gentlewoman from
Arkansas [Mrs. LINCOLN].

(Mrs. LINCOLN asked and was given
permission to revise and extend her re-
marks.)

Mrs. LINCOLN. Mr. Speaker, I would
like to thank the gentleman from Cali-
fornia, Mrs. MILLER, as well as the gen-
tleman from New Jersey, Chairman
SAXTON, for their assistance in this
matter.

Mr. Speaker, I rise to urge adoption
of this legislation before the House
today that epitomizes the type of rela-
tionship that should exist between pri-
vate industry and the Federal Govern-
ment.

For the past several years the Fish
and Wildlife Service has conducted a
certification program for the triploid
grass carp. This beneficial fish is uti-
lized by 29 States to help control
aquatic vegetation in lakes ponds, and
streams. The triploid grass carp pro-
vides an effective, economical method
of caring for these environments with-
out the use of chemical agents.

As the use of the fish has increased
over the years, a number of States
have adopted regulations which require
the grass carp to be certified as sterile.
If a reproducing carp were introduced
into these environments it could cause
serious damage to the existing fish spe-
cies. The certification process has as-
sured States that the fish were sterile,
thereby allowing their shipment by pri-
vate aquaculturists.

In the past year the Fish and Wildlife
Service conducted 550 triploid grass
carp inspections at no charge to the
producer. The cost of the program was
$70,000. However, this year because of
the dire fiscal situation that faces
many agencies, the Fish and Wildlife
Service has indicated that it cannot af-
ford to operate the program.

The producers who have utilized this
program have agreed to pay a fee that
would cover the entire cost of the pro-
gram with the understanding that the
funds would be utilized for this purpose

only. The Fish and Wildlife Service
supports this arrangement but lacks
the authority to implement it without
congressional authorization.

This bill is identical to one that I in-
troduced earlier this year and I appre-
ciate the support of Chairman SAXTON,
Chairman YOUNG, and Congressmen
STUDDS in bringing this measure to the
floor today. I urge my colleagues to
support this legislation.

Mr. MILLER of California. Mr.
Speaker, I yield myself such time as I
may consume.

Mr. Speaker, I want to commend the
gentlewoman from Arkansas [Mrs. LIN-
COLN] for her work on this legislation.
She has garnered partisan support for
this legislation. We urge support of the
bill.

Mr. Speaker, I yield back the balance
of my time.

Mr. SAXTON. Mr. Speaker, I yield
myself such time as I may consume.

Mr. Speaker, I would just like to
build on the comments of the gen-
tleman from California, Mr. MILLER.
The gentlewoman from Arkansas, Mrs.
LINCOLN, has in fact done a yeoman’s
job on this bill in an atmosphere where
partisan politics seems to play an over-
ly aggressive role around here, both on
the committee level and here on the
House floor.

She has been able to, No. 1, fashion a
bill that makes sense and, No. 2, to get
support, I believe almost unanimous
support, on the committee in a very,
very businesslike and professional way.
We appreciate that approach and are
glad to have been able to work with the
gentlewoman on this.

Mr. YOUNG of Alaska. Mr. Speaker, I
strongly support S. 268 and feel it is appro-
priate to allow private fish producers to fully
reimburse the U.S. Fish and Wildlife Service
for the costs of their certification to triploid
grass carp.

The U.S. Fish and Wildlife Service began its
involvement in the DNA certification of triploid
grass carp nearly two decades ago. Since that
time, the program has grown to more than 550
inspections per year for private producers
whose fish are shipped to some 30 States. In
fiscal year 1994, over $70,000 was spent by
the Service on this program.

This certification process is necessary to en-
sure that only sterile grass carp are released
in public and private waters to control aquatic
vegetation.

Earlier this year, the Fish and Wildlife Serv-
ice announced its intention to terminate this
certification program. Since States will not
allow the release of grass carp without the
Service’s stamp of approval, this legislation
has become necessary.

S. 268 will establish a fee-for-service sys-
tem and it will allow the Fish and Wildlife
Service to retain those collected funds to
cover the expenses of the triploid grass carp
certification inspections.

I urge an ‘‘aye’’ vote on this measure and
compliment our colleague, BLANCHE LAMBERT
LINCOLN, for her leadership in bringing this
matter to our attention.

Mr. SAXTON. Mr. Speaker, I have no
further requests for time, and I yield
back the balance of my time.
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The SPEAKER pro tempore (Mr.

RIGGS). The question is on the motion
offered by the gentleman from New
Jersey [Mr. SAXTON] that the House
suspend the rules and pass the Senate
bill, S. 268.

The question was taken; and (two-
thirds having voted in favor thereof)
the rules were suspended and the Sen-
ate bill was passed.

A motion to reconsider was laid on
the table.

f

GENERAL LEAVE

Mr. SAXTON. Mr. Speaker, I ask
unanimous consent that all Members
may have 5 legislative days within
which to revise and extend their re-
marks and include extraneous material
on S. 268, the bill just passed.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from New Jersey?

There was no objection.

f

EXTENDING CERTAIN VETERANS’
AFFAIRS HEALTH AND MEDICAL
CARE EXPIRING AUTHORITIES

Mr. STUMP. Mr. Speaker, I move to
suspend the rules and pass the bill
(H.R. 2353) to amend title 38, United
States Code, to extend certain expiring
authorities of the Department of Vet-
erans’ Affairs relating to delivery of
health and medical care, and for other
purposes, as amended.

The Clerk read as follows:
H.R. 2353

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
SECTION 1. EXTENSION OF EXPIRING AUTHORI-

TIES OF DEPARTMENT OF VETER-
ANS AFFAIRS.

(a) HOSPITAL CARE AND MEDICAL SERVICES
FOR PERSIAN GULF VETERANS EXPOSED TO
TOXIC SUBSTANCES.—(1) Section 1710(e)(3) of
title 38, United States Code, is amended by
striking out ‘‘December 31, 1995’’ and insert-
ing in lieu thereof ‘‘December 31, 1998’’.

(2) Section 1712(a)(1)(D) of such title is
amended by striking out ‘‘December 31, 1995’’
and inserting in lieu thereof ‘‘December 31,
1998’’.

(b) CONTRACT AUTHORITY FOR ALCOHOL AND
DRUG ABUSE CARE.—Subsection (e) of section
1720A of such title is amended by striking
out ‘‘December 31, 1995’’ and inserting in lieu
thereof ‘‘December 31, 1997’’.

(c) NURSING HOME CARE ALTERNATIVES.—(1)
Section 1720C(a) of such title is amended by
striking out ‘‘September 30, 1995’’ and insert-
ing in lieu thereof ‘‘December 31, 1997’’.

(2) The Secretary of Veterans Affairs shall
submit to Congress, not later than March 31,
1997, a report on the medical efficacy and
cost effectiveness, and disadvantages and ad-
vantages, associated with the use by the Sec-
retary of noninstitutional alternatives to
nursing home care.

(d) HEALTH SCHOLARSHIPS PROGRAM.—(1)
Section 7618 of such title is amended by
striking out ‘‘December 31, 1995’’ and insert-
ing in lieu thereof ‘‘December 31, 1997’’.

(2)(A) The Secretary of Veterans Affairs
shall submit to Congress, not later than
March 31, 1997, a report setting forth the re-
sults of a study evaluating the operation of
the health professional scholarship program
under subchapter II of chapter 76 of title 38,

United States Code. The study shall evaluate
the efficacy of the program with respect to
recruitment and retention of health care per-
sonnel for the Department of Veterans Af-
fairs and shall compare the costs and bene-
fits of the program with the costs and bene-
fits of alternative methods of ensuring ade-
quate recruitment and retention of such per-
sonnel.

(B) The Secretary shall carry out the study
under this paragraph through a private con-
tractor. The report under subparagraph (A)
shall include the report of the contractor
and the comments, if any, of the Secretary
on that report.

(e) ENHANCED-USE LEASES OF REAL PROP-
ERTY.—(1) Section 8169 of such title is
amended by striking out ‘‘December 31, 1995’’
and inserting in lieu thereof ‘‘December 31,
1997’’.

(2) The Secretary of Veterans Affairs shall
submit to Congress, not later than March 31,
1997, a report evaluating the operation of the
program under subchapter V of chapter 81 of
title 38, United States Code.

(f) COMMUNITY-BASED RESIDENTIAL CARE
FOR HOMELESS CHRONICALLY MENTALLY ILL
VETERANS.—Section 115(d) of the Veterans’
Benefits and Services Act of 1988 (Public Law
100–322; 38 U.S.C. 1712 note) is amended by
striking out ‘‘September 30, 1995’’ and insert-
ing in lieu thereof ‘‘December 31, 1997’’.

(g) DEMONSTRATION PROGRAM OF COM-
PENSATED WORK THERAPY AND THERAPEUTIC
TRANSITIONAL HOUSING.—Section 7 of Public
Law 102–54 (38 U.S.C. 1718 note) is amended—

(1) in subsection (a), by striking out ‘‘Dur-
ing fiscal years 1991 through 1995, the Sec-
retary’’ and inserting in lieu thereof ‘‘The
Secretary’’; and

(2) by adding at the end the following:
‘‘(m) SUNSET.—The authority for the dem-

onstration program under this section ex-
pires on December 31, 1997.’’.

(h) HOMELESS VETERANS PILOT PROGRAM.—
The Homeless Veterans Comprehensive Serv-
ice Programs Act of 1992 (Public Law 102–590)
is amended as follows:

(1) Section 2(a) (38 U.S.C. 7721 note) is
amended by striking out ‘‘September 30,
1995’’ and inserting in lieu thereof ‘‘Decem-
ber 31, 1998’’.

(2) Section 3(a) (38 U.S.C. 7721 note) is
amended by striking out ‘‘, during fiscal
years 1993, 1994, and 1995,’’.

(3) Section 12 (38 U.S.C. 7721 note) is
amended by striking out ‘‘each of the fiscal
years 1993, 1994, and 1995’’ and inserting in
lieu thereof ‘‘each fiscal year through 1998’’.
SEC. 2. REPORTS.

(a) REPORT ON CONSOLIDATION OF CERTAIN
PROGRAMS.—The Secretary of Veterans Af-
fairs shall submit to Congress, not later than
March 1, 1997, a report on the advantages and
disadvantages of consolidating into one pro-
gram the following three programs:

(1) The alcohol and drug abuse contract
care program under section 1720A of title 38,
United States Code.

(2) The program to provide community-
based residential care to homeless chron-
ically mentally ill veterans under section 115
of the Veterans’ Benefits and Services Act of
1988 (38 U.S.C. 1712 note).

(3) The demonstration program under sec-
tion 7 of Public Law 102–54 (38 U.S.C. 1718
note).

(b) REPORT ON SCIENTIFIC EVIDENCE CON-
CERNING HEALTH CONSEQUENCES OF MILITARY
SERVICE IN PERSIAN GULF WAR.—(1) The Sec-
retary of Veterans Affairs shall, in consulta-
tion with the National Academy of Sciences
and with officials of other appropriate Fed-
eral departments and agencies, review the
scientific evidence, and assess the strength
of such evidence, concerning association be-
tween military service in the Southwest Asia

theater of operations during the Persian Gulf
War and any disease that may be associated
with such service.

(2) The Secretary shall, not later than
March 1, 1998, submit to the Committees on
Veterans’ Affairs of the Senate and the
House of Representatives a report on the
findings of the review and assessment under
paragraph (1).
SEC. 3. REPEAL OF AUTHORITY TO MAKE GRANTS

TO VETERANS MEMORIAL MEDICAL
CENTER IN THE PHILIPPINES.

(a) REPEAL.—Section 1732 of title 38, Unit-
ed States Code, is amended—

(1) by striking out subsection (b);
(2) by redesignating subsection (c) as sub-

section (b) and striking out ‘‘or grant’’ both
places it appears in that subsection; and

(3) by redesignating subsection (d) as sub-
section (c) and striking out ‘‘and to make
grants’’ in that subsection.

(b) CLERICAL AMENDMENTS.—(1) The head-
ing of such section is amended by striking
out ‘‘and grants’’.

(2) The item relating to such section in the
table of sections at the beginning of chapter
17 of such title is amended by striking out
‘‘and grants’’.
SEC. 4. DISPLAY OF POW/MIA FLAG AT DEPART-

MENT OF VETERANS AFFAIRS MEDI-
CAL CENTERS.

(a) DAILY DISPLAY OF FLAG.—Subsection
(a) of section 1084 of the National Defense
Authorization Act for Fiscal Years 1992 and
1993 (Public Law 102–190; 36 U.S.C. 189 note) is
amended—

(1) by striking out ‘‘and’’ at the end of
paragraph (1);

(2) by striking out the period at the end of
paragraph (2) and inserting in lieu thereof ‘‘;
and’’; and

(3) by adding at the end the following:
‘‘(3) on, or on the grounds of, each Depart-

ment of Veterans Affairs medical center (ex-
cept as provided in subsection (e)), on every
day on which the flag of the United States is
displayed.’’.

(b) EXCEPTION FOR CERTAIN DEPARTMENT OF
VETERANS AFFAIRS MEDICAL CENTERS.—Such
section is further amended—

(1) by redesignating subsection (e) as sub-
section (f); and

(2) by inserting after subsection (d) the fol-
lowing new subsection (e):

‘‘(e) SPECIAL RULE FOR DISPLAY AT DEPART-
MENT OF VETERANS AFFAIRS MEDICAL CEN-
TERS.—(1) Upon a determination by the di-
rector of a Department of Veterans Affairs
medical center that the daily display of the
POW/MIA flag at that medical center may be
detrimental to the treatment of patients at
that center, the provisions of subsection
(a)(3) shall be inapplicable with respect to
that medical center.

‘‘(2) Whenever the director of a Depart-
ment of Veterans Affairs medical center
makes a determination described in para-
graph (1), that officer shall submit a report
on such determination, including the basis
for the determination, to the Under Sec-
retary for Health of the Department of Vet-
erans Affairs.’’.

(c) PROCUREMENT AND DISTRIBUTION OF
FLAGS.—(1) Subsection (c) of such section is
amended by striking out ‘‘Within 30 days
after the date of the enactment of this Act,
the Administrator’’ and inserting in lieu
thereof ‘‘The Administrator’’.

(2) The Administrator of General Services
shall carry out subsection (c) of section 1084
of the National Defense Authorization Act
for Fiscal Years 1992 and 1993 (Public Law
102–190; 36 U.S.C. 189 note) with respect to
the procurement and distribution of POW/
MIA flags for the purposes of paragraph (3) of
subsection (a) of such section (as added by
subsection (a) of this section) within 30 days
after the date of the enactment of this Act.
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SEC. 5. CONTRACTS FOR UTILITIES, AUDIE L.

MURPHY MEMORIAL HOSPITAL.
(a) AUTHORITY TO CONTRACT.—Subject to

subsection (b), the Secretary of Veterans Af-
fairs may enter into contracts for the provi-
sion of utilities (including steam and chilled
water) to the Audie L. Murphy Memorial
Hospital in San Antonio, Texas. Each such
contract may—

(1) be for a period not to exceed 35 years;
(2) provide for the construction and oper-

ation of a production facility on or near
property under the jurisdiction of the Sec-
retary;

(3) require capital contributions by the
parties involved for the construction of such
a facility, such contribution to be in the
form of cash, equipment, or other in-kind
contribution; and

(4) provide for a predetermined formula to
compute the cost of providing such utilities
to the parties for the duration of the con-
tract.

(b) FUNDS.—A contract may be entered
into under subsection (a) only to the extent
as provided for in advance in appropriations
Acts.

(c) ADDITIONAL TERMS.—The Secretary
may include in a contract under subsection
(a) such additional provisions as the Sec-
retary considers necessary to secure the pro-
vision of utilities and to protect the inter-
ests of the United States.
SEC. 6. NAME OF DEPARTMENT OF VETERANS AF-

FAIRS MEDICAL CENTER, WALLA
WALLA, WASHINGTON.

The Department of Veterans Affairs Medi-
cal Center located at 77 Wainwright Drive,
Walla Walla, Washington, shall after the
date of the enactment of this Act be known
and designated as the ‘‘Jonathan M. Wain-
wright Department of Veterans Affairs Medi-
cal Center’’. Any reference to that medical
center in any law, regulation, map, docu-
ment, paper, or other record of the United
States shall be considered to be a reference
to the Jonathan M. Wainwright Department
of Veterans Affairs Medical Center.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from Ar-
izona [Mr. STUMP] will be recognized
for 20 minutes, and the gentleman from
Mississippi [Mr. MONTGOMERY] will be
recognized for 20 minutes.

The Chair recognizes the gentleman
from Arizona [Mr. STUMP].

GENERAL LEAVE

Mr. STUMP. Mr. Speaker, I ask
unanimous consent that all Members
may have 5 legislative days within
which to revise and extend their re-
marks and include extraneous material
on H.R. 2353.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Arizona?

There was no objection.
Mr. STUMP. Mr. Speaker, I yield my-

self such time as I may consume.
(Mr. STUMP asked and was given

permission to revise and extend his re-
marks.)

Mr. STUMP. Mr. Speaker, H.R. 2353
would extend various authorities of the
Department of Veterans Affairs relat-
ing to delivery of health care for eligi-
ble veterans.

These include: Hospital care and
medical services for Persian Gulf veter-
ans; use of nursing home care alter-
natives; care for homeless veterans;
and extension of the VA Health Schol-
arship program.

H.R. 2353 would also: Provide for the
daily display of the POW/MIA flag at
VA medical centers; authorize VA to
contract for utilities at the Audie Mur-
phy Memorial Veterans Hospital in San
Antonio, TX; and, change the name of
the Walla Walla, Washington VA Medi-
cal Center to the Jonathan M. Wain-
wright VA Medical Center.

As with all VA medical care author-
izations, these provisions would be sub-
ject to annual appropriation levels.

The Congressional Budget Office has
stated this bill would not affect direct
spending or receipts; thus it would
have no pay-as-you-go implications
under budget rules.

As always, I want to thank the VA
Committee’s ranking member, my dis-
tinguished colleague SONNY MONTGOM-
ERY for his cooperation and assistance
on this bill.

I also want to thank CHRIS SMITH,
vice-chairman of the VA Committee,
the chairman of the Hospital and
Health Care Subcommittee, TIM
HUTCHINSON, and the subcommittee’s
ranking member, CHET EDWARDS, for
their bipartisan work on this measure.

They worked in a very constructive
fashion with other members of the
committee to resolve differences of
opinion and accommodate Members de-
sires in regard to this legislation.

Mr. FOX, a member of the Hospitals
and Health Care Subcommittee should
be acknowledged for his instruction of
the provision regarding flying the
POW/MIA flag at VA medical centers.

Additionally, I would like to ac-
knowledge the contribution of Mr.
NETHERCUTT of Washington, for his
leadership in renaming the VA medical
center in Walla Walla, in honor of Gen.
Jonathan M. Wainwright.

General Wainwright was an ex-
tremely distinguished military and
civic leader, so it is very fitting that
we take this action in his memory.

Mr. Speaker, I yield such time as he
may consume to the gentleman from
New Jersey [Mr. SMITH], the vice chair-
man of the committee, for an expla-
nation of the bill.

Mr. SMITH of New Jersey. Mr.
Speaker, I strongly support H.R. 2353,
legislation to extend eight needed ex-
piring authorities for the Department
of Veterans Affairs, including other im-
portant provisions. Before I summarize
the bill I would like to express my sin-
cere appreciation for the bipartisan ef-
fort and the outstanding work by those
who brokered the compromises re-
flected in the bill. Through the efforts
of Chairman HUTCHINSON and Chairman
STUMP, along with full committee
ranking member MONTGOMERY, and
CHET EDWARDS, the ranking member of
the subcommittee, we were able to
reach a compromise that reflects not
only the specific concerns of each of
the members but also the needs of our
veteran constituents. We were also, in
the spirit of compromise, able to ad-
dress the concerns of Mr. NETHERCUTT
and the entire Washington State dele-
gation to rename the Walla Walla VA

Medical Center for a Great Washing-
tonian, Gen. Jonathan M. Wainwright.

Under this bill, hospital and medical
care services for Persian Gulf veterans
will be extended for 3 years, until De-
cember 31, 1998.

This bill also extends the following
seven authorities: Contract authority
for alcohol and drug abuse care
through December 31, 1997; the nursing
home care alternatives program
through December 31, 1997 with an
evaluation due to Congress March 31,
1997; The Health Scholarships program
to December 31, 1997, with a report by
a private contractor due to Congress
March 31, 1997; enhanced-use lease of
real property authority to December
31, 1997 with a report due to Congress
March 31, 1997; the community-based
residential care for homeless chron-
ically mentally ill veterans to Decem-
ber 31, 1997; the demonstration program
of compensated work therapy and
therapeutic transitional housing to De-
cember 31, 1997; and the homeless vet-
erans pilot program to December 31,
1998.

Section 2 of the bill requires the VA
to submit to Congress by March 1, 1997
a report on the advantages and dis-
advantages of consolidating the follow-
ing programs: Alcohol and drug abuse
contract care, community-based resi-
dential care to homeless chronically
mentally ill veterans, and compensated
work therapy and therapeutic transi-
tional housing.

Section 2 also includes a compromise
provision which authorizes a report on
the scientific evidence concerning the
health consequences of military service
in the Persian Gulf war.

Section 3 of the bill repeals the au-
thority of the VA to provide grants to
the Veterans Memorial Medical Center
in the Philippines.

Section 4 of the bill permits the daily
display of the POW/MIA flag at Depart-
ment of Veterans Affairs medical cen-
ters.

Section 5 authorizes contract author-
ity for utilities at the Audie L. Murphy
Memorial Medical Center, San Anto-
nio, Texas.

Finally, Section 6 authorizes the
name change of the Walla Walla VA
Medical Center to the Jonathan M.
Wainwright Department of Veterans
Affairs Medical Center, a great Amer-
ican hero and son of the State of Wash-
ington.

Mr. Speaker, this legislation is
strongly supported by the Department,
professional organizations representing
the affected groups, and the Committee
on Veterans’ Affairs. Both the Sub-
committee on Hospitals and Health
Care and the full committee unani-
mously reported this measure. I
strongly support passage of this legis-
lation.

Mr. MONTGOMERY. Mr. Speaker, I
yield myself such time as I may
consume.

Mr. Speaker, I want to start by
thanking the gentleman from Arizona
[Mr. STUMP], the chairman of the com-
mittee, for bringing this bill to the
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floor. I also want to commend the gen-
tleman from Arkansas [Mr. HUTCHIN-
SON], and also the gentleman from New
Jersey, [Mr. CHRIS SMITH], who handled
the bill today. The gentleman from Ar-
kansas [Mr. HUTCHINSON] is the chair-
man of the Subcommittee on Hospitals
and Health Care, and also, the gen-
tleman from Texas [Mr. CHET ED-
WARDS], the ranking member on this
side, for their work in moving this
measure to the House today.

As the gentleman from Texas [Mr.
EDWARDS] said last week, along with
the gentleman from Arizona [Mr.
STUMP], we like to do things that affect
veterans in a nonpartisan fashion, and
this bill demonstrates our commitment
to that principle.

Mr. Speaker, I would like to take a
minute or two to talk about two im-
portant areas of this legislation. The
first is the authority to provide health
care on a priority basis to Persian Gulf
veterans. Although the vast majority
of these veterans do not have health
concerns, there has been a great deal of
attention paid to those with
undiagnosed illnesses.

I would like to point out, Mr. Speak-
er, that in fact we passed historic legis-
lation last year that if there is an
undiagnosed illness of a veteran who
was in the Persian Gulf, who served
over in that faraway land, that that
veteran can draw disability either for
his or her family on a temporary basis
until the research gets forward and
helps us decide what the cause of that
illness is. Both the Congress and the
President are determined to get an-
swers for those undiagnosed illnesses.

Mr. Speaker, I want to assure those
veterans that if they need health care,
I would hope they would go to the vet-
erans hospital where they are, and they
can try and we will try to search out
the answers to some of these cases that
have not been solved on the illness.

The second topic that I would like to
briefly touch upon is the extension of
the authorization for programs ad-
dressing the problems of veterans with
mental illnesses. This bill authorizes
the VA to continue to help veterans
who are homeless or who have been re-
cently discharged from the hospital.

The VA has a number of different
programs to provide medical care,
transitional housing and work therapy
for these veterans. These are very im-
portant programs because they provide
hope and dignity to veterans who have
served their country and who are now
suffering from the most invisible pain
of mental illness. These veterans are
very dependent on the Government for
basic human needs and we have a spe-
cial duty to continue to care for them.

Mr. Speaker, I urge my colleagues to
support this bill.

Mr. Speaker, I yield such time as she
may consume to the gentlewoman from
Florida [Mrs. THURMAN].

b 1615

Mrs. THURMAN. Mr. Speaker, I
thank the gentleman from Mississippi

[Mr. MONTGOMERY] for yielding me this
time, and I stand here ready to support
H.R. 2353 and commend the work that
has been done on this by the gentleman
from Arizona [Mr. STUMP], the chair-
man of the committee. However, Mem-
bers will hear me more than once on
this issue for the next, at least for the
104th Congress, because I think there is
something that needs to continue to be
pointed out about veterans health care.

Mr. Speaker, in the U.S. Senate there
was a Member that actually brought
this up as well. I think the gentleman
from Arizona [Mr. STUMP] might be
well aware because he and I actually
share some similar problems with Ari-
zona and Florida.

As most of you know, Florida is a
very popular veteran’s destination. Be-
tween 1980 and 1990, the veterans popu-
lation within my district increased im-
mensely. For example, in Pasco County
the number of veterans increased 56
percent; for Gilchrist County, it in-
creased 63 percent; and in Marion
County, the number of veterans in-
creased 76 percent.

In the past, the VA has attempted to
better allocate limited resources
through the resource planning and
management system [RPM]. Unfortu-
nately, the Department of Veterans Af-
fairs is reluctant to implement the pro-
posals and findings of the RPM and
rellocate resources to meet this shift-
ing demand. According to a July 19,
1995, GAO report, the Department has
failed to fully implement the new
budgeting method known as the re-
source planning and management sys-
tem.

The GAO stated:
Because VHA lacked resources to fund all

facilities’ expected needs, it chose to limit
the resources given to facilities with growing
workloads. . . . For facilities with decreasing
workloads, VHA chose not to reduce their
funding in proportion to the expected de-
creases in workload. These decisions led only
to small adjustments in the funding for the
projected cost of increased workload, while
facilities with decreasing workloads received
more resources than they were projected to
need.

In other words, those that were de-
creasing in workload actually were get-
ting almost the same amount, while we
that were increasing were getting less,
or at least not meeting our needs.

Throughout the country, as well as in
my home State of Florida, inequities
exist in veterans health funding which
need to be addressed. For example, the
national average cost per veteran for
medical services and administration as
contained in the Department of Veter-
ans Affairs Summary of Expenditures
by State for fiscal year 1993 was $574.
Florida, however, was allocating $405
per veteran for a veteran population of
1,719,022, the second largest veteran
population in the Nation. Earlier in the
summer, I pointed out that the total
VA health care expenditures in Florida
for fiscal year 1994 were the same as
total expenditure levels in Illinois and
Pennsylvania, even though Florida’s
veteran population is 620,000 greater

than Illinois and 330,000 greater than
Pennsylvania’s. In short, I would just
like the chairman and the ranking
member to know, I really believe we
need to push for the Department of
Veterans Affairs to allocate funding to
ensure that veterans have equal access
to quality health care regardless of
what region they live in or which facil-
ity provides them services.

I think that is something all of us in
this Congress believe we need to do to
make sure that those men and women
who fought for this country, some
which have lost their lives, but those
that returned, are given the same op-
portunities no matter where they live.

Again, Mr. Speaker, I thank the gen-
tleman from Mississippi [Mr. MONT-
GOMERY] very much for his giving me
the opportunity to bring this to the
Congress’ attention.

Mr. MONTGOMERY. Mr. Speaker, I
would like to thank the gentlewoman
for her comments. It is a problem we
certainly will take a look at, and I
think the gentleman from Arizona [Mr.
STUMP] has about the same problem as
she does as far as veterans moving into
your area.

Mr. Speaker, I yield such time as he
may consume to the gentleman from
Texas [Mr. EDWARDS], the ranking
member on the Subcommittee on Hos-
pitals and Health Care. The gentleman
from Texas has done a splendid job on
that subcommittee and as a committee
member of the Committee on Veterans’
Affairs.

Mr. EDWARDS. Mr. Speaker, I thank
the gentleman from Mississippi [Mr.
MONTGOMERY] and I rise in support of
H.R. 2353, as amended.

This bill, H.R. 2353, as amended,
would extend VA’s authority to provide
needed services to veterans. Of particu-
lar importance, the bill would extend
the period during which VA may fur-
nish priority care to Persian Gulf vet-
erans, without regard to whether
health problems from which they suffer
have been adjudicated as service in-
curred.

The bill would also permit VA to con-
tinue several high-visibility programs
which help in rehabilitating homeless
and chronically mentally ill veterans.
These and other extensions in the bill
are needed because in each instance the
underlying legal authority to furnish
care will expire on or before January 1,
1996.

H.R. 2353, as amended, would also un-
derscore our commitment to achieving
a full accounting of the status of Amer-
ican prisoners of war and missing in ac-
tion by providing for display of the
POW/MIA flag at VA medical centers.

Mr. Speaker, I especially want to pay
tribute to the gentleman from Penn-
sylvania [Mr. FOX] for his leadership
effort and fighting so that all Ameri-
cans can be reminded of the fact that
we do still have American MIA’s and
that we should never forget either our
MIA’s or our American POW’s who
have served this country. Had it not
been for that gentleman’s particular
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leadership on this effort, I do not think
this provision would be in the bill and
he deserves our credit and our support
for that leadership.

This bill also provides a framework
for VA to achieve cost savings at the
Audie Murphy VA Medical Center in
San Antonio, TX, through contracts
with a non-Federal institution for con-
struction and shared use of an energy
production facility.

I would like to commend my friend
and colleague, the gentleman from
Texas [Mr. TEJEDA], for his hard work
on this provision. While Mr. TEJEDA is
not here on the floor today because of
a recent operation, our debt of thanks
goes out to him. And if he happens to
be watching this today, I know I speak
on behalf of all of my colleagues in this
House in saying we wish him well and
appreciate his leadership and input on
this bill.

Mr. Speaker, once again, it must be
either a Monday or a Tuesday and it
must once again be veterans legisla-
tion, because the chairman of the com-
mittee, the gentleman from Arizona
[Mr. STUMP], and the ranking member,
the gentleman from Mississippi [Mr.
MONTGOMERY], have done their business
one more time. They have crafted, with
the help of the gentleman from Arkan-
sas [Mr. HUTCHINSON], a bipartisan
piece of legislation that is important
to our Nation’s veterans and they have
brought it to the floor without discord,
without fighting.

Mr. Speaker, there will not be any-
one in the press gallery reporting on
this, but, hopefully, once again, as hap-
pened last week and so many times be-
fore, the cooperative efforts of Mr.
STUMP and Mr. MONTGOMERY have re-
sulted in positive, good, constructive
legislation coming through this House
that will benefit millions of our Na-
tion’s veterans who have served our
country.

Mr. MONTGOMERY. Mr. Speaker,
will the gentleman, yield?

Mr. EDWARDS. I yield to the gen-
tleman from Mississippi.

Mr. MONTGOMERY. Mr. Speaker, I
appreciate the gentleman’s mentioning
the gentleman from Texas [Mr.
TEJEDA], who is a member of the com-
mittee, and we are certainly pulling for
him.

One thing I talked to the gentleman
from Arizona [Mr. STUMP] about is,
usually veterans bills are always up
first in number. This time we are at
the bottom, but I am sure that correc-
tion will be looked into, and I appre-
ciate the gentleman’s yielding.

Mr. EDWARDS. Mr. Speaker, I thank
the gentleman. I am sure they just
saved the best for last.

Mr. Speaker, I also want to congratu-
late the gentleman from Mississippi,
[Mr. MONTGOMERY] and the gentleman
from Arizona, [Mr. STUMP] and I urge
support of this bill.

Mr. STUMP. Mr. Speaker, I yield my-
self such time as I may consume.

Mr. Speaker, I would like to ac-
knowledge the very diligent work of

the gentleman from Texas [Mr. ED-
WARDS]. He is always there, always
willing to compromise, and stays right
there. I thank both he and the gen-
tleman from Pennsylvania [Mr. FOX]
for resolving the issues of the POW–
MIT problem of flying the flag at the
VA centers and in working out their
differences, and I commend both of
them.

Mr. Speaker, I yield such time as he
may consume to the gentleman from
Pennsylvania [Mr. FOX].

Mr. FOX of Pennsylvania. Mr. Speak-
er, I too want to thank very much the
gentleman from Arizona [Mr. STUMP],
the chairman of the committee, and
the ranking member, the gentleman
from Mississippi [Mr. MONTGOMERY],
and, of course, my colleague who has
worked with me on this bill, the gen-
tleman from Texas [Mr. EDWARDS], for
his help in making this day possible,
and also to the gentleman from Arkan-
sas [Mr. HUTCHINSON], the chairman of
the subcommittee, and to my good
friend, the gentleman from New Jersey
[Mr. SMITH], for his efforts in moving
ahead this important veterans legisla-
tion.

In addition to extending expiring
health care authorities, we act today
to honor our commitment to the 2,202
brave American soldiers who are still
missing or unaccounted for, and to
their families.

It is our duty to remember these
proud warriors and their families and
to do everything within our power to
obtain a full accounting. Particularly
in light of the President’s recent nor-
malization of relations with Vietnam,
we must ensure that we remain vigi-
lant, Mr. Speaker, in our duty to
American POW and MIA’s. Today I am
proud to join my colleagues on the Vet-
erans’ Affairs Committee in offering
H.R. 2353, which includes a provision to
have the POW/MIA flag flown daily at
each Department of Veterans Affairs
Medical Center until the President de-
termines that the fullest possible ac-
counting has been made.

As you know, Mr. Speaker, the Na-
tional League of Families POW/MIA
flag has been recognized by law as the
Symbol of the Nation’s concern and
commitment to resolving as fully as
possible the data on Americans still
prisoner, missing, and unaccounted for.
It is appropriate that this flag be flown
at the institutions which we have es-
tablished to care for those who have
served our great country.

The POW/MIA flag is already flown
daily at the Coatesville VA Medical
Center in Coatesville, PA. Veterans
there are grateful for this visible sym-
bol of the concern and commitment of
the U.S. Government to their missing
brethren.

I would like to thank again Chair-
man STUMP, ranking member MONT-
GOMERY, Chairman HUTCHINSON, rank-
ing member EDWARDS, with whom I
have worked with so long, the gen-
tleman from New Jersey, Mr. SMITH,
the American Legion, and the national

POW/MIA legislative network for their
support and I urge my colleagues to
fully support H.R. 2353.

Mr. MONTGOMERY. Mr. Speaker, I
have no further requests for time, and
I yield back the balance of my time.

Mr. STUMP. Mr. Speaker, I have no
further requests for time, and I yield
back the balance of my time.

The SPEAKER pro tempore (Mr.
RIGGS). The question is on the motion
offered by the gentleman from Arkan-
sas [Mr. STUMP] that the House suspend
the rules and pass the bill, H.R. 2353, as
amended.

The question was taken.
Mr. SMITH of New Jersey. Mr.

Speaker, on that I demand the yeas
and nays.

The yeas and nays were ordered.
The SPEAKER pro tempore. Pursu-

ant to clause 5 of rule I and the Chair’s
prior announcement, further proceed-
ings on this motion will be postponed.

f

RECESS

The SPEAKER pro tempore. Pursu-
ant to clause 12 of rule I, the Chair de-
clares the House in recess until 5 p.m.

Accordingly (at 4 o’clock and 28 min-
utes p.m.), the House stood in recess
until 5 p.m.

f

b 1700

AFTER RECESS

The recess having expired, the House
was called to order by the Speaker pro
tempore (Mr. RIGGS) at 5 p.m.

f

ANNOUNCEMENT BY THE SPEAKER
PRO TEMPORE

The SPEAKER pro tempore. Pursu-
ant to clause 5, rule I, the Chair will
now put the question on each question
on which further proceedings were
postponed earlier today in the order in
which that question was entertained.

Votes will be taken in the following
order:

First, the approval of the Journal,
followed by votes on H.R. 2070 de novo
and H.R. 2353 by the yeas and nays.

The Chair will reduce to 5 minutes
the time for any electronic vote after
the first such vote in this series.

f

THE JOURNAL

The SPEAKER pro tempore. Pursu-
ant to clause 5 of rule I, the pending
business is the question of the Speak-
er’s approval of the Journal of the last
day’s proceedings.

The question was taken; and the
Speaker pro tempore announced that
the ayes appeared to have it.

Ms. MOLINARI. Mr. Speaker, I object
to the vote on the ground that a
quorum is not present and make the
point of order that a quorum is not
present.

The SPEAKER pro tempore. Evi-
dently a quorum is not present.

The Sergeant at Arms will notify ab-
sent Members.
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The vote was taken by electronic de-

vice, and there were—yeas 344, nays 53,
answered ‘‘present’’ 2, not voting 33, as
follows:

[Roll No. 714]

YEAS—344

Andrews
Archer
Armey
Bachus
Baesler
Baker (CA)
Baker (LA)
Baldacci
Ballenger
Barr
Barrett (NE)
Barrett (WI)
Bartlett
Barton
Bass
Bateman
Beilenson
Bentsen
Bereuter
Berman
Bevill
Bilbray
Bilirakis
Bishop
Bliley
Blute
Boehlert
Boehner
Bonilla
Bonior
Bono
Borski
Boucher
Brewster
Browder
Brownback
Bryant (TN)
Bryant (TX)
Bunn
Bunning
Burr
Burton
Buyer
Callahan
Calvert
Camp
Canady
Cardin
Castle
Chabot
Chenoweth
Christensen
Chrysler
Clayton
Clement
Clinger
Clyburn
Coble
Coburn
Collins (GA)
Collins (IL)
Collins (MI)
Combest
Condit
Cooley
Costello
Cox
Coyne
Cramer
Crapo
Cremeans
Cubin
Cunningham
Danner
de la Garza
Deal
DeFazio
DeLauro
DeLay
Dickey
Dingell
Dixon
Doggett
Dooley
Doolittle
Dornan
Doyle
Dreier
Duncan
Dunn
Durbin

Edwards
Ehlers
Ehrlich
Emerson
Engel
English
Eshoo
Ewing
Farr
Fattah
Fawell
Fields (TX)
Flake
Flanagan
Foley
Forbes
Ford
Fowler
Fox
Frank (MA)
Franks (CT)
Franks (NJ)
Frelinghuysen
Frisa
Frost
Funderburk
Furse
Gallegly
Ganske
Gejdenson
Gekas
Geren
Gilchrest
Gilman
Gonzalez
Goodlatte
Goodling
Goss
Graham
Green
Greenwood
Gunderson
Gutknecht
Hall (OH)
Hall (TX)
Hamilton
Hancock
Hansen
Hastert
Hastings (WA)
Hayes
Hayworth
Hefner
Heineman
Herger
Hobson
Hoekstra
Hoke
Holden
Horn
Hostettler
Houghton
Hunter
Hutchinson
Hyde
Inglis
Istook
Johnson (CT)
Johnson (SD)
Johnson, Sam
Johnston
Jones
Kanjorski
Kaptur
Kasich
Kelly
Kennedy (RI)
Kennelly
Kildee
Kim
King
Kingston
Kleczka
Klink
Klug
Knollenberg
Kolbe
LaHood
Lantos
Largent
LaTourette

Laughlin
Lazio
Leach
Levin
Lewis (CA)
Lewis (KY)
Lightfoot
Lincoln
Linder
Livingston
LoBiondo
Lofgren
Lucas
Luther
Maloney
Manton
Manzullo
Markey
Martinez
Martini
Mascara
Matsui
McCarthy
McCollum
McCrery
McDermott
McHale
McHugh
McIntosh
McKeon
McKinney
Meek
Metcalf
Meyers
Mica
Miller (FL)
Minge
Molinari
Mollohan
Montgomery
Moorhead
Moran
Morella
Murtha
Myers
Myrick
Nadler
Nethercutt
Neumann
Norwood
Nussle
Oberstar
Obey
Olver
Ortiz
Orton
Owens
Oxley
Packard
Pallone
Parker
Pastor
Paxon
Payne (VA)
Pelosi
Peterson (FL)
Peterson (MN)
Petri
Pomeroy
Porter
Portman
Poshard
Pryce
Quillen
Quinn
Radanovich
Rahall
Ramstad
Rangel
Reed
Regula
Richardson
Riggs
Rivers
Roemer
Rogers
Rohrabacher
Ros-Lehtinen
Rose
Roth
Roukema

Royce
Salmon
Sanders
Sanford
Sawyer
Saxton
Schaefer
Schiff
Schumer
Scott
Seastrand
Sensenbrenner
Serrano
Shadegg
Shaw
Shays
Shuster
Sisisky
Skaggs
Skeen
Skelton
Slaughter
Smith (MI)
Smith (NJ)

Smith (TX)
Smith (WA)
Souder
Spence
Spratt
Stearns
Stenholm
Stokes
Studds
Stupak
Talent
Tanner
Tate
Tauzin
Taylor (NC)
Thomas
Thornberry
Thornton
Thurman
Tiahrt
Torres
Torricelli
Traficant
Upton

Vucanovich
Walker
Walsh
Wamp
Ward
Watts (OK)
Waxman
Weldon (FL)
Weldon (PA)
Weller
White
Whitfield
Williams
Wilson
Wise
Wolf
Woolsey
Wyden
Wynn
Yates
Young (AK)
Young (FL)
Zeliff

NAYS—53

Allard
Becerra
Brown (CA)
Brown (FL)
Brown (OH)
Clay
Coleman
Conyers
Crane
Davis
Dicks
Evans
Everett
Fazio
Filner
Gephardt
Gibbons
Gillmor

Gutierrez
Hastings (FL)
Hefley
Hilliard
Jacobs
Johnson, E. B.
LaFalce
Lewis (GA)
Longley
McNulty
Mfume
Miller (CA)
Neal
Ney
Pickett
Pombo
Roberts
Roybal-Allard

Rush
Sabo
Scarborough
Schroeder
Stark
Stockman
Stump
Taylor (MS)
Thompson
Torkildsen
Velazquez
Vento
Visclosky
Waters
Watt (NC)
Wicker
Zimmer

ANSWERED ‘‘PRESENT’’—2

Hoyer Lipinski

NOT VOTING—33

Abercrombie
Ackerman
Barcia
Chambliss
Chapman
Dellums
Deutsch
Diaz-Balart
Ensign
Fields (LA)
Foglietta

Gordon
Harman
Hilleary
Hinchey
Jackson-Lee
Jefferson
Kennedy (MA)
Latham
Lowey
McDade
McInnis

Meehan
Menendez
Mink
Moakley
Payne (NJ)
Solomon
Tejeda
Towns
Tucker
Volkmer
Waldholtz

b 1724

Mr. ALLARD changed his vote from
‘‘yea’’ to ‘‘nay.’’

Mr. HASTINGS of Washington
changed his vote from ‘‘nay’’ to ‘‘yea.’’

Mr. JOHNSTON of Florida changed
his vote from ‘‘present’’ to ‘‘yea.’’

So the Journal was approved.
The result of the vote was announced

as above recorded.

f

ANNOUNCEMENT BY THE SPEAKER
PRO TEMPORE

The SPEAKER pro tempore (Mr.
RIGGS). Pursuant to the provisions of
clause 5 of rule I, the Chair announces
that he will reduce to a minimum of 5
minutes the period of time within
which the vote by electronic device
may be taken on each motion to sus-
pend the rules on which the Chair has
postponed further proceedings.

f

PROVIDING FOR DISTRIBUTION OF
USIA FILM ‘‘FRAGILE RING OF
LIFE’’

The SPEAKER pro tempore. The
pending business is the question de

novo of suspending the rules and pass-
ing the bill, H.R. 2070.

The Clerk read the title of the bill.
The SPEAKER pro tempore. The

question is on the motion offered by
the gentleman from New Jersey [Mr.
SMITH] that the House suspend the
rules and pass the bill, H.R. 2070.

The question was taken.
RECORDED VOTE

Mr. CAMP. Mr. Speaker, I demand a
recorded vote.

A recorded vote was ordered.
The SPEAKER pro tempore. This

will be a 5-minute vote.
The vote was taken by electronic de-

vice, and there were—ayes 403, noes 2,
not voting 27, as follows:

[Roll No. 715]

AYES—403

Allard
Andrews
Archer
Armey
Bachus
Baesler
Baker (CA)
Baker (LA)
Baldacci
Ballenger
Barr
Barrett (NE)
Barrett (WI)
Bartlett
Barton
Bass
Bateman
Becerra
Beilenson
Bentsen
Bereuter
Berman
Bevill
Bilbray
Bilirakis
Bishop
Bliley
Blute
Boehlert
Boehner
Bonilla
Bonior
Bono
Borski
Boucher
Brewster
Browder
Brown (CA)
Brown (FL)
Brown (OH)
Brownback
Bryant (TN)
Bryant (TX)
Bunn
Bunning
Burr
Burton
Buyer
Callahan
Calvert
Camp
Canady
Cardin
Castle
Chabot
Chenoweth
Christensen
Chrysler
Clay
Clayton
Clement
Clinger
Clyburn
Coble
Coburn
Coleman
Collins (GA)
Collins (IL)
Collins (MI)
Combest
Condit
Conyers
Costello

Cox
Coyne
Cramer
Crane
Crapo
Cremeans
Cubin
Cunningham
Danner
Davis
de la Garza
Deal
DeFazio
DeLauro
DeLay
Dellums
Diaz-Balart
Dickey
Dicks
Dingell
Dixon
Doggett
Dooley
Doolittle
Dornan
Doyle
Dreier
Duncan
Dunn
Durbin
Edwards
Ehlers
Ehrlich
Emerson
Engel
English
Eshoo
Evans
Everett
Ewing
Farr
Fattah
Fawell
Fazio
Fields (TX)
Filner
Flake
Flanagan
Foley
Forbes
Ford
Fowler
Fox
Frank (MA)
Franks (CT)
Franks (NJ)
Frelinghuysen
Frisa
Frost
Furse
Gallegly
Ganske
Gejdenson
Gekas
Gephardt
Geren
Gibbons
Gilchrest
Gillmor
Gilman
Gonzalez
Goodlatte
Goodling

Goss
Graham
Green
Greenwood
Gunderson
Gutierrez
Gutknecht
Hall (OH)
Hall (TX)
Hamilton
Hancock
Hansen
Hastert
Hastings (FL)
Hastings (WA)
Hayes
Hayworth
Hefley
Hefner
Heineman
Herger
Hilliard
Hobson
Hoekstra
Hoke
Holden
Horn
Hostettler
Houghton
Hoyer
Hunter
Hutchinson
Hyde
Inglis
Istook
Jacobs
Johnson (CT)
Johnson (SD)
Johnson, E. B.
Johnson, Sam
Johnston
Jones
Kanjorski
Kaptur
Kasich
Kelly
Kennedy (RI)
Kennelly
Kildee
Kim
King
Kingston
Kleczka
Klink
Klug
Knollenberg
Kolbe
LaFalce
LaHood
Lantos
Largent
LaTourette
Laughlin
Lazio
Leach
Levin
Lewis (CA)
Lewis (GA)
Lewis (KY)
Lightfoot
Lincoln
Linder
Lipinski
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Livingston
LoBiondo
Lofgren
Longley
Lucas
Luther
Maloney
Manton
Manzullo
Markey
Martinez
Martini
Mascara
Matsui
McCarthy
McCollum
McCrery
McDermott
McHale
McHugh
McIntosh
McKeon
McKinney
McNulty
Meek
Menendez
Metcalf
Meyers
Mfume
Mica
Miller (CA)
Miller (FL)
Minge
Mink
Moakley
Molinari
Mollohan
Montgomery
Moorhead
Moran
Morella
Murtha
Myers
Myrick
Nadler
Neal
Nethercutt
Neumann
Ney
Norwood
Nussle
Oberstar
Obey
Olver
Ortiz
Orton
Owens
Oxley
Packard
Pallone
Parker
Pastor

Paxon
Payne (VA)
Pelosi
Peterson (FL)
Peterson (MN)
Petri
Pickett
Pombo
Pomeroy
Porter
Portman
Poshard
Pryce
Quillen
Quinn
Radanovich
Rahall
Ramstad
Rangel
Reed
Regula
Richardson
Riggs
Rivers
Roberts
Roemer
Rogers
Rohrabacher
Ros-Lehtinen
Rose
Roth
Roukema
Roybal-Allard
Royce
Rush
Sabo
Salmon
Sanders
Sanford
Sawyer
Saxton
Scarborough
Schaefer
Schiff
Schroeder
Schumer
Scott
Seastrand
Sensenbrenner
Serrano
Shadegg
Shaw
Shays
Shuster
Sisisky
Skaggs
Skeen
Skelton
Slaughter
Smith (MI)
Smith (NJ)
Smith (TX)

Smith (WA)
Solomon
Souder
Spence
Spratt
Stark
Stearns
Stenholm
Stockman
Stokes
Studds
Stump
Stupak
Talent
Tanner
Tate
Tauzin
Taylor (MS)
Taylor (NC)
Thomas
Thompson
Thornberry
Thornton
Thurman
Tiahrt
Torkildsen
Torres
Torricelli
Traficant
Upton
Velazquez
Vento
Visclosky
Vucanovich
Walker
Walsh
Wamp
Ward
Waters
Watt (NC)
Watts (OK)
Waxman
Weldon (FL)
Weldon (PA)
Weller
White
Whitfield
Wicker
Williams
Wilson
Wise
Wolf
Woolsey
Wyden
Wynn
Yates
Young (AK)
Young (FL)
Zeliff
Zimmer

NOES—2
Cooley Funderburk

NOT VOTING—27
Abercrombie
Ackerman
Barcia
Chambliss
Chapman
Deutsch
Ensign
Fields (LA)
Foglietta

Gordon
Harman
Hilleary
Hinchey
Jackson-Lee
Jefferson
Kennedy (MA)
Latham
Lowey

McDade
McInnis
Meehan
Payne (NJ)
Tejeda
Towns
Tucker
Volkmer
Waldholtz

b 1734
So (two-thirds having voted in favor

thereof), the rules were suspended and
the bill was passed.

The result of the vote was announced
as above recorded.

A motion to reconsider was laid on
the table.

f

EXTENDING CERTAIN VETERANS’
AFFAIRS HEALTH AND MEDICAL
CARE EXPIRING AUTHORITIES
The SPEAKER pro tempore (Mr.

FOGLIETTA). The pending business is
the question of suspending the rules
and passing the bill, H.R. 2353, as
amended.

The Clerk read the title of the bill.
The SPEAKER pro tempore. The

question is on the motion offered by
the gentleman from Arizona [Mr.
STUMP] that the House suspend the
rules and pass the bill, H.R. 2353, as
amended, on which the yeas and nays
are ordered.

The vote was taken by electronic de-
vice, and there were—yeas 403, nays 0,
not voting 29, as following:

[Roll No. 716]

YEAS—403

Allard
Andrews
Archer
Armey
Bachus
Baesler
Baker (CA)
Baker (LA)
Baldacci
Ballenger
Barr
Barrett (NE)
Bartlett
Barton
Bass
Bateman
Becerra
Beilenson
Bentsen
Bereuter
Berman
Bevill
Bilbray
Bilirakis
Bishop
Bliley
Blute
Boehlert
Boehner
Bonilla
Bonior
Bono
Borski
Boucher
Brewster
Browder
Brown (CA)
Brown (FL)
Brown (OH)
Brownback
Bryant (TN)
Bryant (TX)
Bunn
Bunning
Burr
Burton
Buyer
Callahan
Calvert
Camp
Canady
Cardin
Castle
Chabot
Chenoweth
Christensen
Chrysler
Clay
Clayton
Clement
Clinger
Clyburn
Coble
Coburn
Coleman
Collins (GA)
Collins (IL)
Collins (MI)
Combest
Condit
Conyers
Cooley
Costello
Cox
Coyne
Cramer
Crane
Crapo
Cremeans
Cubin
Cunningham
Danner

Davis
de la Garza
Deal
DeFazio
DeLauro
DeLay
Dellums
Diaz-Balart
Dickey
Dicks
Dingell
Dixon
Doggett
Dooley
Doolittle
Dornan
Doyle
Dreier
Duncan
Dunn
Durbin
Edwards
Ehlers
Ehrlich
Emerson
Engel
English
Eshoo
Evans
Everett
Ewing
Farr
Fattah
Fawell
Fazio
Fields (TX)
Filner
Flake
Flanagan
Foley
Forbes
Ford
Fowler
Fox
Frank (MA)
Franks (CT)
Franks (NJ)
Frelinghuysen
Frisa
Frost
Funderburk
Furse
Gallegly
Ganske
Gejdenson
Gekas
Gephardt
Geren
Gibbons
Gilchrest
Gillmor
Gilman
Gonzalez
Goodlatte
Goodling
Goss
Graham
Green
Greenwood
Gunderson
Gutierrez
Gutknecht
Hall (OH)
Hall (TX)
Hamilton
Hancock
Hansen
Hastert
Hastings (FL)
Hastings (WA)
Hayes
Hayworth

Hefley
Hefner
Heineman
Herger
Hilliard
Hinchey
Hobson
Hoekstra
Hoke
Holden
Horn
Hostettler
Houghton
Hoyer
Hunter
Hutchinson
Hyde
Inglis
Istook
Jacobs
Johnson (CT)
Johnson (SD)
Johnson, E. B.
Johnson, Sam
Johnston
Jones
Kanjorski
Kaptur
Kasich
Kelly
Kennedy (RI)
Kennelly
Kildee
Kim
King
Kingston
Kleczka
Klink
Klug
Knollenberg
Kolbe
LaFalce
LaHood
Lantos
Largent
LaTourette
Laughlin
Lazio
Leach
Levin
Lewis (CA)
Lewis (GA)
Lewis (KY)
Lightfoot
Lincoln
Linder
Lipinski
Livingston
LoBiondo
Lofgren
Longley
Lucas
Luther
Maloney
Manton
Manzullo
Markey
Martinez
Martini
Mascara
Matsui
McCarthy
McCollum
McCrery
McDermott
McHale
McHugh
McIntosh
McKeon
McKinney
McNulty
Meek

Menendez
Metcalf
Meyers
Mfume
Mica
Miller (CA)
Miller (FL)
Minge
Mink
Moakley
Molinari
Mollohan
Montgomery
Moorhead
Moran
Morella
Murtha
Myers
Myrick
Nadler
Neal
Nethercutt
Neumann
Ney
Norwood
Nussle
Oberstar
Obey
Olver
Ortiz
Orton
Owens
Oxley
Packard
Pallone
Parker
Pastor
Paxon
Payne (VA)
Pelosi
Peterson (FL)
Peterson (MN)
Petri
Pickett
Pombo
Pomeroy
Porter
Portman
Poshard
Pryce
Quillen
Quinn
Radanovich

Rahall
Ramstad
Rangel
Reed
Regula
Richardson
Riggs
Rivers
Roberts
Roemer
Rogers
Rohrabacher
Ros-Lehtinen
Rose
Roth
Roukema
Roybal-Allard
Royce
Rush
Sabo
Salmon
Sanders
Sanford
Sawyer
Saxton
Scarborough
Schaefer
Schiff
Schroeder
Schumer
Scott
Seastrand
Sensenbrenner
Serrano
Shadegg
Shaw
Shays
Shuster
Sisisky
Skaggs
Skeen
Skelton
Slaughter
Smith (MI)
Smith (NJ)
Smith (TX)
Smith (WA)
Solomon
Souder
Spence
Spratt
Stark
Stearns

Stenholm
Stockman
Stokes
Stump
Stupak
Talent
Tanner
Tate
Tauzin
Taylor (MS)
Taylor (NC)
Thomas
Thompson
Thornberry
Thornton
Thurman
Tiahrt
Torkildsen
Torricelli
Traficant
Upton
Velazquez
Vento
Visclosky
Vucanovich
Walker
Walsh
Wamp
Ward
Waters
Watt (NC)
Watts (OK)
Waxman
Weldon (FL)
Weldon (PA)
Weller
White
Whitfield
Wicker
Williams
Wilson
Wise
Wolf
Woolsey
Wyden
Wynn
Yates
Young (AK)
Young (FL)
Zeliff
Zimmer

NOT VOTING—29

Abercrombie
Ackerman
Barcia
Barrett (WI)
Chambliss
Chapman
Deutsch
Ensign
Fields (LA)
Foglietta

Gordon
Harman
Hilleary
Jackson-Lee
Jefferson
Kennedy (MA)
Latham
Lowey
McDade
McInnis

Meehan
Payne (NJ)
Studds
Tejeda
Torres
Towns
Tucker
Volkmer
Waldholtz

b 1743

So (two-thirds having voted in favor
thereof), the rules were suspended and
the bill, as amended, was passed.

The result of the vote was announced
as above recorded.

A motion to reconsider was laid on
the table.

Mr. BARCIA. Mr. Speaker, due to difficulties
with return air flights from Michigan today, I
was unable to vote on rollcalls 714, 715, and
716.

Had I been present, I would have voted
‘‘yea’’ on rollcall 714, the motion to approve
the Journal, ‘‘aye’’ on rollcall 715 providing for
U.S. distribution of the ‘‘Fragile Ring of Life’’
film, and ‘‘yea’’ on rollcall 716, extending cer-
tain Veterans’ Affairs Health and Medical Care
Expiring Authorities.
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PERMISSION FOR COMMITTEE ON

THE BUDGET TO FILE REPORT
ON THE BUDGET RECONCILI-
ATION ACT
Mr. MILLER of Florida. Mr. Speaker,

I ask unanimous consent that the Com-
mittee on the Budget may have until
midnight tonight to file the report to
accompany the Budget Reconciliation
Act.

The SPEAKER pro tempore (Mr.
FOGLIETTA). Is there objection to the
request of the gentleman from Florida?

There was no objection.
f

b 1745

SPECIAL ORDERS
The SPEAKER pro tempore (Mr.

FOLEY). Under the Speaker’s an-
nounced policy of May 12, 1995, and
under a previous order of the House,
the following Members will be recog-
nized for 5 minutes each.

f

INCREASE DEBT CEILING NOW
The SPEAKER pro tempore. Under a

previous order of the House, the gen-
tleman from Florida [Mr. GIBBONS] is
recognized for 5 minutes.

Mr. GIBBONS. Mr. Speaker, I am
talking to the regularly elected Speak-
er of the House of Representatives, who
happens to be the head of the Repub-
lican Party here in this Congress.

Mr. Speaker, three times the Sec-
retary of the Treasury has written you
this year asking you to move on in-
creasing the debt ceiling. Every Mem-
ber of your party has already voted to
increase the debt ceiling to $5.5 tril-
lion.

Why the delay, Mr. Speaker? Are you
attempting to cause a Government
wreck? You know, Mr. Speaker, that
the Government runs out of borrowing
authority. In fact, it is already out of
borrowing authority, but is can only be
stretched until the end of this month.

This is a serious matter. It is already
costing the Federal taxpayers money.
It already is acting as a tax increase to
the tune of about $15 billion over a 6-
year period. And your refusal to allow
the debt ceiling legislation to come to
the floor so that it can be extended can
only be classified, as far as I am con-
cerned, as an attempt to perpetuate a
government wreck upon the American
people.

Today the Treasury had to suspend
selling special obligations to States
and local governments. This will pre-
vent the States and local governments
from refinancing the debt that they
had planned to refinance to reduce in-
terest payments of their own citizens
on those local debts. Already a number
of States, including my own State of
Florida, have had to cancel their refi-
nancing because the Treasury window
is not open, because the Treasury can
no longer issue these obligations. This
is just the first of a series of cascading
events that are already in process.

Mr. Speaker, you have done some re-
markable things in your short career

around here, but you are the first per-
son, Mr. Speaker, to remove and put
the Federal obligations in the role of
having a risk factor added to them. In
200 years the U.S. Government has
never defaulted on an obligation.

Mr. Speaker, you said the other day
that you did not care whether we de-
faulted on an obligation or not, you
would keep the window closed on in-
creasing the debt for as much as 60
days. I do not know who you are trying
to bluff, but you ought to know, Mr.
Speaker, that this is already costing
the American taxpayers money, just
like a tax would cost them money, this
increase in interest rates.

A 10-point increase in basis points
will cost the American taxpayers $15
billion over a 6-year period. This in-
crease in basis points will also reduce
the value of American private pension
funds. Let me repeat this: This 10-point
basis-point increase in interest rates
that has already occurred and is occur-
ring at this very moment, and it can
get worse, has already cost the private
pension plans $8 billion in assets.

Mr. Speaker, your actions are reck-
less. You need to bring up the debt ceil-
ing legislation as rapidly as possible.
Your obstinacy in doing this will prove
nothing. Every Member of your party
in both the House and the Senate have
already voted to direct an increase in
the debt ceiling until 1997, and the
amount of money increase in the debt
ceiling has already been fixed in legis-
lation they are voting on.

I cannot think of anything you are
doing, Mr. Speaker, except trying to
blackmail the Government into a gov-
ernment wreck. This is irresponsible
action. You should back off of that
course of action immediately, Mr.
Speaker.

f

CONGRESS SHOULD KEEP IN
TOUCH WITH THEIR CONSTITU-
ENTS

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Georgia [Mr. KINGSTON] is
recognized for 5 minutes.

Mr. KINGSTON. Mr. Speaker, you
know, there are a lot of great states-
men that have walked through the
halls of Congress for many years from
both parties, people who have done so
much with the budget, people who have
done a lot with the Judiciary, people
who have done a lot with the House
rules and appropriations process. Fair
men and women on both sides of the
aisle have added so much to the insti-
tution. Sometimes people ask me, well,
what is your identity? What great issue
have you done?

I guess after thinking about this, oh,
for a long time, Mr. Speaker, I would
say, maybe I could be best described as
the Congressman in the carpool line.
Not really glamorous, but you know, I
do, every Monday, drive the carpool.
Then often after driving the carpool, I
go over to the Piggly Wiggly, buy a lit-
tle milk or whatever we happen to run

out of. Then if you see me on a Satur-
day, I am at the soccer field. Our
daughter plays soccer.

Often I will go to other things. Last
weekend, for example, I went to Mid-
way, GA, for an opening of a school
down there, actually not an opening,
but a new building of a school in the
community that was an African-Amer-
ican community in coastal Georgia
over 100 years ago. We are trying to re-
store that area. There is a lot of good
leadership on that.

After that meeting I went to the
Farm Bureau meeting in Folkston, GA.
Then the next day, Mr. Speaker, I went
to Odom, GA, to the Odom home-
coming. The population of Odom last
year went from 692 to over 700 people
this year.

During this period, all day long,
whether I am in the carpool line or at
the grocery store or at the Farm Bu-
reau meeting or at the Odom home-
coming, people are coming up to me
and asking me about Medicare, asking
me about the budget, asking me about
the debt ceiling. They are giving me
opinions on Bosnia, and all kinds of dif-
ferent things, the space station B–2.
Sometimes the questions are from peo-
ple that know more about the issue
than I do. Other times they are general
questions. Generally they just want me
to listen to them. I try my best to do
that, Mr. Speaker, as I know every
other Member of Congress does.

I think we can be proud that so many
of our Members are good listeners.
They do return back home. They do lis-
ten. But now let us compare ourselves
to the other body. In this House, in this
great U.S. Capitol, we have two bodies.
We have the lower House and then we
have the other body, which decorum
does not permit me using their name.
When we refer to the folks on the other
side of the Capitol as the other body, I
did not know we were speaking of a
corpse. But that is what we are. We are
speaking of folks who are not coming
home and are not listening and not
going to the grocery store and are not
going to the homecomings and listen-
ing to the man and woman on the
street on their different views.

I think as a result of that, Mr.
Speaker, our product of government is
not as good as it should be, because I
believe that one of the key things we
have to do as representative govern-
ment is always remember who sent us
here, why they sent us here, and re-
member the promises and the represen-
tations that were made to these folks.

We are going into a very critical pe-
riod, Mr. Speaker. We have passed 12
appropriations bills. They are now in
that other body. Some of them have
come back and we have had some con-
ference committee meetings on them.
But the bulk of our work is still yet to
be done. The bulk of our work, includ-
ing not just finalization of the appro-
priations process, but the reconcili-
ation, where we amass all the bills, all
the legislation into one monster bill
that we have to pass on both sides.
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Through this process, I believe House

Members in both parties have paid
close attention to the constituents
back home. A lot of our constituents in
Georgia, for example, are saying you
all are not going far enough. You are
backing off on your promises. You are
not doing what you said you are going
to do. Maybe in some areas you have
gone too far too fast. But people want
us to listen, and they want to be as-
sured that what we are doing is in the
interests of what is best for the Repub-
lican Party but for the American pub-
lic.

I believe that that is the case, Mr.
Speaker. But I must say I worry about
our friends on the other side of the
aisle, if they are listening to the degree
that they need to be listened to. I
would urge the folks back home, be-
cause of that, to continue writing
Members of the House and the Senate
and give opinions on how they feel, be-
cause I do not think the message in
every case is getting through. As we go
into the budget process, right now it is
even more important than other times.

Mr. Speaker, I yield to the gentleman
from California [Mr. DORNAN], if he
would like some time.

Mr. DORNAN. Mr. Speaker, I just
wanted to tell the gentleman, I want to
associate myself with his remarks. I
am going to ask for a 5-minute special
order here myself to discuss the infa-
mous O.J. Simpson trial. I wanted to
let the Chair know that I was going to
ask for that when the gentleman is
through. I certainly appreciate the 5-
minute special order.

Mr. KINGSTON. Mr. Speaker, the
gentleman from California is never
without an opinion and never without
truth and righteousness. It was refresh-
ing to see the gentleman the other
night spouting some of his views.

f

THE PROBLEM OF MEDICARE
FRAUD AND ABUSE

The SPEAKER pro tempore. Under a
previous order of the House, the gentle-
woman from Connecticut [Ms.
DELAURO] is recognized for 5 minutes.

Ms. DELAURO. Mr. Speaker, I am
proud to kick off a series of 5-minute
special orders this evening to address
the growing problem of Medicare fraud
and abuse. It is shameful that Members
of Congress have been virtually denied
the opportunity to discuss the leader-
ship’s proposal to cut Medicare by $270
billion, and it is unprecedented its roll-
back of Medicare fraud law enforce-
ment.

The Republican plan would devastate
Medicare to pay for a tax giveaway for
the wealthy, but it also misses a golden
opportunity to fix a major problem
with Medicare. In fact, it actually
makes this serious problem worse. The
GOP plan actually will make it easier
for Medicare cheats to get away with
their health care scams. This plan rips
off American taxpayers and American
seniors.

Many of us are genuinely concerned
with strengthening the Medicare sys-
tem, and we have urged a crackdown
on Medicare fraud. I am happy that
some of my colleagues have joined with
me tonight to talk about this critical
issue. I am proud to commend the gen-
tleman from Michigan [Mr. LEVIN] for
his commitment to combatting fraud
and abuse in Medicare. The gentleman
from Michigan plays a key role on the
Committee on Ways and Means in the
effort to toughen the punishments for
fraud and strengthening our enforce-
ment capabilities.

I would like to recognize the gen-
tleman from Illinois [Mr. DURBIN], an
original cosponsor of my legislation,
the Health Care Prosecution Act, to
combat fraud and abuse in our health
care system. The gentleman has been a
leader in the fight to defeat the GOP’s
Medicare cuts and to restore integrity
to the Medicare program for our elder-
ly.
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I also would like to thank the gen-
tleman from New Jersey, Mr. FRANK
PALLONE, and the gentleman from
Ohio, Mr. SHERROD BROWN, for joining
us tonight. Their work on the Commit-
tee on Commerce to remedy fraud and
abuse in the Medicare system has been
invaluable.

We are here tonight, Mr. Speaker, to
let the American people know that the
Republican bill does not, let me repeat,
it does not toughen enforcement meas-
ures. It does not even defend the status
quo. Far worse, the Republicans turn
back the clock on Medicare fraud en-
forcement.

Just today, Mr. Speaker, the Inspec-
tor General of Health and Human Serv-
ices and the Justice Department that
monitors, the policemen, if you will,
the fraud that occurs in the health care
system said that the Republican pro-
posal would make it harder for the gov-
ernment to obtain convictions under
an anti-kickback statute, and, in fact,
would cripple the Justice Department’s
ability to crack down on health care
fraud.

The Congressional Budget Office esti-
mates that stopping the growing prob-
lem of fraud could save as much as $80
billion. And despite this evidence, the
GOP plan does nothing to crack down
on waste, fraud and abuse. That is be-
cause the plan has nothing to do with
fixing Medicare, it has everything to do
with providing the Republicans’ rich
political supporters with a fat tax give-
away.

Mr. Speaker, while I am sadly dis-
appointed, I am not surprised, as the
Washington Times, not exactly a lib-
eral publication, reported last week
Speaker Gingrich dismissed the neces-
sity of cracking down on Medicare
cheats by suggesting that we have in-
sufficient jail space to lock up all the
crooks in the system. The GOP shows
no hesitation to crack down on the el-
derly, the sick, the disabled, the poor,
and the young in their plan. But when

it comes to targeting the real bad guys,
the Republicans suddenly express con-
cern about inadequate vacant correc-
tional facility space.

The congressional leadership is not
interested in correcting and punishing
the criminal elements in the Medicare
system. However, I have introduced
legislation in this Congress, the Health
Care Prosecution Act, to do just that.
My bill stops health care cheats in
their tracks. It retrieves the financial
losses in restitution and fines and it
puts the criminals behind bars so that
they are unable to pull off more health
care scams in the future.

Further, my legislation establishes a
temporary health care fraud and abuse
commission to study the nature and
the extent of fraud in our system. This
blue ribbon panel would make rec-
ommendations to Congress on innova-
tive approaches to attack fraud.

Mr. Speaker, there are a lot of good
ideas out there about how to attack
Medicare fraud, waste and abuse. I am
sorry that my Republican colleagues
have chosen to pursue none of that.

Mr. Speaker, I am delighted to be
joined by additional colleagues tonight
who will also address this issue of Med-
icare fraud and abuse and the way that
we might address it, and that it is not
addressed in the Republican proposal.

f

REPUBLICANS WEAKEN FRAUD
AND ABUSE PROVISIONS IN
THEIR BILL

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Michigan [Mr. LEVIN] is
recognized for 5 minutes.

Mr. LEVIN. Mr. Speaker, I congratu-
late the gentlewoman from Connecti-
cut [Ms. DELAURO] for talking about
this issue, and I would like to say a few
words as a Member of the Committee
on Ways and Means.

Mr. Speaker, we worked on this
issue. I was deeply disappointed with
the product that came out of the com-
mittee: $270 billion in Medicare cuts in
order to pay for a tax break, mostly for
wealthy families, is bad enough, dou-
bling the monthly premium for seniors
in part B, the physician and other pro-
vider part of Medicare, is bad enough,
especially when we take into account,
for example, looking at Michigan, that
85 percent of the seniors in Michigan
have an income annually of less than
$25,000 and $15,000 is the annual income
of 70 percent of the seniors.

So doubling the premium is bad
enough, Mr. Speaker, but the Repub-
licans went further and they weakened
the fraud and abuse provisions of Medi-
care. They weakened them.

Mr. Speaker, I want to refer to a few
documents. There are two sets of pen-
alties involved: one is criminal, where
there is intentional serious fraudulent
action; and the other is monetary civil
penalties, where the offense is less seri-
ous. Both of them are weakened.

The criminal is weakened by adding a
provision requiring that the significant
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purpose of the effort must have been
inducing essentially fraudulent or
other similar activity.

On this, here is what the Justice De-
partment says, Mr. Speaker. This is of
the Republicans that is now in the bill
that will be before us on Thursday.
‘‘The proposed amendment will seri-
ously undercut our anti-kickback en-
forcement efforts’’. This is the Justice
Department. The Republicans did not
listen to them.

Here is what the Inspector General of
the Health and Human Services depart-
ment says. ‘‘These proposals would
cripple the efforts of law enforcement
agencies to control health care fraud
and abuse in the Medicare program and
to bring wrongdoers to justice’’.

Here is what the GAO says about the
change in the Republican bill in the
criminal statute. ‘‘The effect could
well be to make it easier to disguise
the intent behind kickback arrange-
ments or make disguises currently
used more effective in evading prosecu-
tion’’.

In a word, Mr. Speaker, when it
comes to criminal sanctions against
fraud and abuse, the bill that will be
before us on Thursday would make it
much more difficult and would weaken
our efforts. And, look, the HHS IG
points out that the GAO estimates loss
to Medicare from fraud and abuse at 10
percent of total Medicare expenditures,
or about $18 billion.

Why then, Mr. Speaker, are the Re-
publicans weakening these provisions?

There is also a weakening of the
monetary provisions, the civil provi-
sions, and, here again, there is no rea-
son to do it. Here is what the GAO
says. ‘‘We agree with the Inspector
General of HHS that this new defini-
tion of ‘should know’, which essen-
tially would require proof of reckless
activity, would, as drafted, signifi-
cantly curtail enforcement under the
Medicare civil monetary penalty provi-
sions’’. Significantly curtail enforce-
ment.

Now, why is this being done? The
Washington Times, October 4, the
headline is GOP’s Medicare plan takes
hit for weakness in stopping fraud.
Why are the Republicans doing this? It
is terribly misguided.

Searching for a reason, the Speaker,
on October 12, said this. ‘‘The speaker
defended GOP moves to reduce pen-
alties and enforcement efforts against
Medicare fraud by saying it is more im-
portant to lock up murderers and rap-
ists than dishonest doctors’’.

I think the answer is, Mr. Speaker,
we can do both. We should, obviously,
lock up everybody, everybody who is
convicted of murder and rape. However,
that is not an excuse to let dishonest
providers off the hook.

Mr. Speaker, I urge everybody to
take a look at this. This Republican ef-
fort is terribly misguided.

REPUBLICANS MEDICARE BILL
WORSENS PROBLEM OF FRAUD
AND ABUSE
The SPEAKER pro tempore. Under a

previous order of the House, the gen-
tleman from New Jersey [Mr. PALLONE]
is recognized for 5 minutes.

Mr. PALLONE. Mr. Speaker, I also
want to address the problem of waste,
fraud, and abuse in Medicare and say
that I am very pleased to be a cospon-
sor, an original cosponsor, of the gen-
tleman from Connecticut, Ms.
DELAURO’s, bill to deal with the prob-
lem.

As she pointed out, she is trying to
address this problem. But, unfortu-
nately, the Republican leadership, in
their Medicare bill, which we are going
to vote on, I understand, this Thurs-
day, does not. In fact, Speaker GING-
RICH’s proposal, the Republican leader-
ship proposal on Medicare actually
makes the problem of waste, fraud, and
abuse in the Medicare Program seri-
ously worse.

The reason for that is, essentially
what the Republican leadership is
doing with this Medicare bill is trying
to achieve savings by cutting Medicare
to provide money for a tax cut pri-
marily for the well-to-do. So their con-
cern about problems dealing with
waste, fraud, and abuse is really rel-
atively minor in the overall bill that
they have and that they will bring be-
fore the House.

I am concerned, Mr. Speaker, because
we had a hearing, we were not allowed
a hearing in the Committee on Com-
merce, which I sit on, to actually deal
with the Republican Medicare proposal,
but we decided that we would have our
own hearing. And the day after the bill
was first presented to us last week, we
had our own Democratic hearing on
Medicare. Interestingly enough, a num-
ber of representatives from the various
Federal agencies that go after those
who abuse the Medicare System, or
commit fraud on the Medicare System,
testified to the problems that exist in
this bill with fraud and abuse.

Essentially, Mr. Speaker, what they
say is that the Medicare restructuring
proposed by Speaker GINGRICH and the
Republican leadership actually weak-
ens the Government’s ability to weed
out bad practices and Medicare scams.
Over the course of 7 years, $126 billion
could be saved by reducing fraud and
abuse, but the GOP bill makes the ex-
isting civil monetary penalties and the
antikickback laws considerably more
lenient. According to the inspector
general of the Department of Health
and Human Services, the Medicare re-
structuring legislation by the Repub-
licans would substantially increase the
Government’s burden of proof in cases
under the Medicare-Medicaid anti-
kickback statute. And although a fund
would be created to direct money re-
covered from wrongdoers, this fund
would not go to further law enforce-
ment efforts.

Now, just to put this in perspective,
here we are, pursuant to this Repub-

lican proposal, squeezing every last
dime or nickel out of the Medicare Pro-
gram with these spending caps that
limit how much can be spent on Medi-
care, and in the context of that, with
our health care system and the quality
of our health care system significantly
declining because of these cuts, we are
now, instead of addressing fraud and
abuse and trying to save some more
money there, actually making it easier
for fraud and abuse to take place.

Mr. Speaker, I think one of the
speakers mentioned that the Congres-
sional Budget Office actually esti-
mated that over the 7 years of this Re-
publican Medicare Program, the regu-
latory relief would actually incur an
additional expense of $1.1 billion. In
other words, it would cost us another
billion dollars or more in this Medicare
Program because of the relaxation of
the laws that deal with fraud and
abuse.

Now, I just want to just give some
brief statements that were made by
June Gibbs Brown, the inspector gen-
eral of the U.S. Department of Health
and Human Services, at our Commerce
alternative hearing on October 3, be-
cause she basically specifies why it is
true that this Republican bill will crip-
ple efforts of the Federal and State law
enforcement agencies to control fraud
and abuse in the Medicare system.

She says, ‘‘We believe that H.R. 2425
contains several provisions which
would seriously erode our ability to ad-
dress Medicare and Medicaid fraud and
abuse.’’

Here are some of the examples she
cites. ‘‘The bill would make the exist-
ing civil monetary penalty and anti-
kickback laws considerably more le-
nient.’’ She goes on to say, ‘‘The bill
would relieve providers of the legal
duty to use reasonable diligence for en-
suring that the claims they submit to
Medicare and Medicaid are true and ac-
curate. This will have the effect of in-
creasing the government’s burden of
proof in cases under the civil monetary
penalties law. In an era where there is
great concern about fraud and abuse in
the Medicare and Medicaid Programs,
it would not be appropriate to relieve
providers of the duty to use reasonable
diligence to ensure that their claims
for payment are truthful and accu-
rate.’’

She then says, ‘‘The bill would sub-
stantially increase the government’s
burden of proof in cases under the Med-
icare-Medicaid antikickback statutes.
For the vast majority of present-day
kickback schemes, the proposed legis-
lation would place an insurmountable
burden of proof on the government.’’

She then says, ‘‘The bill would create
new exemptions to the Medicare-Med-
icaid antikickback statute, which
could be readily exploited by those who
wish to pay rewards or incentives to
physicians for the referral of patients.’’
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But worst of all, Mr. Speaker, even

though the bill creates a fund for di-
recting moneys recovered from wrong-
doers, the moneys do not go to the en-
forcement agencies within the Govern-
ment to continue their efforts to try to
stop fraud and abuse. It is incredible to
me, Mr. Speaker, that in all the talk
about Medicare, that this is what we
have in this Republican bill.

f

O.J. SIMPSON IS GUILTY

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from California [Mr. DORNAN] is
recognized for 5 minutes.

Mr. DORNAN. Mr. Speaker, I said
earlier during someone else’s 5-minute
special order that I was going to dis-
cuss the O.J. Simpson case. I used to
represent, for 6 years, the precinct in
Los Angeles, the real estate name is
Brentwood, CA, where Nicole Simpson
had her throat slashed to her spine, and
where young Ron Goldman, doing a
simple act of kindness, bringing over a
pair of reading glasses belonging to Ni-
cole Simpson’s mother, then stumbled
on to a situation where he yelled either
hey, hey, hey or hey, O.J.

The word on the streets of Brent-
wood, in Los Angeles, from the lawyer
of the Goldman family is that one of
the defense witnesses lied on the stand.

b 1815

That he actually told all of his
friends that, ‘‘O.J. is going to kiss me
if he beats this,’’ and that he actually
physically saw O.J. Whether that is
true remains to be seen. This is some-
body who should be polygraphed,
should be arrested for perjury, if in fact
he told all of his friends that he heard
Goldman say, ‘‘Hey, O.J.’’, which
means he gave his life beyond common
courtesy as a Good Samaritan in try-
ing to interfere into what he thought
was a beating, until he saw the flash of
the knife in the moonlight. I believe
that Ron Goldman, at age 25, did die as
a hero.

Mr. Speaker, in these short few min-
utes I want to discuss what I would
like to do in an hour special order. If
this truly was the double murder or the
trial of the century, then it should be
discussed on the floor of this, the
world’s most important legislative
body, this Knesset, this House of Com-
mons, this Duma. This House should
discuss this issue.

Last night I watched an hour on the
murder of Stanford White, the New
York architect, on the roof garden of
Madison Square Garden which he de-
signed. If that was the trial of the cen-
tury, and it was only 6 years into the
century, or the Lindburgh trial, when I
was an infant, was the trial of a cen-
tury, and this has eclipsed all of that;
if more people were aware of the O.J.
murder than the atrocity of the bomb-
ing in Oklahoma City, or just about
anything other than the assassination
of President Kennedy or Pearl Harbor,
for those of us old enough to remember

that, then it should be discussed on
this floor.

In this brief, 5-minute introduction
to what I intend to do here for an hour,
let me say three things. One, of course,
O.J. Simpson did it. Of course he did it.
Of course the jury did not hear Nicole’s
statements, because it was hearsay, to
several friends. ‘‘He will kill me and he
will get away with it. He will O.J. his
way out of it. He thinks he is above the
law.’’

O.J. Simpson is now called the butch-
er of Brentwood, my former area that I
raised five of my children in. Two of
my children came home from the hos-
pital to a little house on Chenault
three short blocks from the murder
scene. Of course he did it.

No. 2, Mr. Speaker, I am going to,
with my last breath, defend cameras in
the courtroom, because about 50 mil-
lion people in this country became the
13th juror. They knew more than the
alternates did. We must never seques-
ter human beings like this again. They
feel they are locked up with less con-
tact with the outside world than Simp-
son, so of course they felt they were
angry with the State. But we must
keep the cameras in the courtroom or
we would not have know more evidence
than the jury itself knows.

No. 3, we must reopen this case. I
said this to Mr. Garcetti. I said this to
my friend, Sheriff Sherwin Block. And
I have said it to the detectives, the
prime detectives, one of the trio of de-
tectives that handled most of the evi-
dence. And he said to me on the phone
last week, ‘‘Congressman, we had gobs
of evidence we did not use.’’

How can Garcetti stamp his foot like
a petulant child, when a third of this
country believes O.J. Simpson was not
just not found guilty, not that he was
acquitted, but that he is innocent. You
cannot leave a third of this country in
a fog that a murderer or double killers,
maybe more than one, Colombian
necklacing drug lords are out there
going to terrorize some other family.

We must put this to rest. And here is
what I told the detectives and in 4
short minutes, they bought my case.
Reopen it. Take Johnny Cochran and
Simpson at his word and go look for
the killer or killers. Let us reinterview
everybody that was interviewed in this
case and then a second and a third tier
of potential witnesses.

Go over every speck of evidence. It is
locked up. Play one lab in this country
off against the other. And then come
out with a paper or report 6 months or
a year from now. And those of us who
were the 13th jurors who followed this
trial know what the verdict will be. It
was the butcher of Brentwood. Mr.
Simpson, who if he had any decency,
would not ruin his children’s lives. He
slaughtered their mother. He would go
to Mexico, or some foreign country,
and get out of our face.

He is shocked that we are not
groveling and accepting him back. He
told the gentleman from California
[Mr. DREIER], on the Tuesday before

the murder, that he voted for Bush and
that he told that to Clinton’s face
when they played golf.

I will do this in a 60-minute special
order, Mr. Speaker. But let me close on
this line. As I told the Presidential
candidates in New Hampshire, that Re-
publican millionaires who voted for
Bush are more a jury of his peers and
they would have found him guilty.

These poor, emotionally distraught
jurors were not his peers. Not his peers.
He did it. He simply did it, and he has
not gotten away with it yet; not in the
court of public opinion.

f

REPORT ON RESOLUTION PROVID-
ING FOR CONSIDERATION OF
H.R. 2259, DISAPPROVAL OF CER-
TAIN SENTENCING GUIDELINE
AMENDMENTS

Ms. PRYCE, from the Committee on
Rules, submitted a privileged report
(Rept. No. 104–279) on the resolution (H.
Res. 237) providing for the consider-
ation of the bill (H.R. 2259) to dis-
approve certain sentencing guideline
amendments, which was referred to the
House Calendar and ordered to be
printed.

f

AMERICANS SHOULD PAY ATTEN-
TION TO THE REPUBLICAN MEDI-
CARE REFORM AGENDA

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Illinois [Mr. DURBIN] is
recognized for 5 minutes.

Mr. DURBIN. Mr. Speaker, there are
many items and subjects debated on
the floor of the House, as the previous
speaker indicated, from the O.J. Simp-
son trial to some items that are consid-
ered to be very parochial, very re-
gional, very specific.

But there will be a debate on the
floor of the House this week which I
am afraid has not caught the attention
of the American people. The reason I
have this fear is because of the gravity
and importance of this debate, not only
to tens of millions of senior citizens
across America, but to all of their fam-
ilies as well.

You can measure the importance of
an item in the U.S. House of Represent-
atives by the time we dedicate to that
item, in most cases, but not when it
comes to this Gingrich Medicare re-
form. Take a look at this chart as an
indication of the time that we have
spent in committee hearing on the
Medicare reform plan of NEWT GING-
RICH.

Well, we spent 10 days looking into
Ruby Ridge. We spent 10 days looking
into Waco. We have spent 28 days of
committee hearings on Whitewater.
And how many days have we spent on
a $270 billion cut in Medicare? Look
closely. One. One day.

The fact of the matter is that even as
of this weekend, we are just learning
what is included in this bill; a bill
which will literally affect every family
in America.
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My mother is 86 years old. She lives

by herself. She has had some medical
problems. Thank goodness for Medi-
care. It’s been there when she needed
it, and that story is told over and over
again. She is happy, but equally impor-
tant, her family is happy.

As her son, and my brothers, we are
all very content that she is under Med-
icare and has quality health care avail-
able to her and a quality of life, which
was not around 30 years ago.

So, the Republicans come to the floor
and say, We are just trying to preserve
Medicare. Well, excuse me if I am skep-
tical. Medicare was created by the
Democrats. A person like BOB DOLE
voted against the Medicare plan when
it was originally proposed, and many
Republicans did as well.

This plan for Medicare has been in
place for 30 years, a creation of the
Democrats, has worked and worked
well. We fear, many of us on the Demo-
cratic side of the aisle, that the Ging-
rich Medicare reform plan is a disaster.

Mr. Speaker, I think the Republicans
know it as well. They will not bring it
out in the light of day. They will not
let us see the details of it. They will
not let us have committee hearings.
They will not even let us offer but one
amendment, one substitute. They are
talking about maybe 2 hours of debate
on the floor of the House for something
that could literally affect American
families for decades to come.

Let me tell my colleagues several of
the things they should know about it.
The Republicans want to cut $270 bil-
lion out of Medicare spending. They
say that is to save Medicare. That is
not what the trustees say.

The trustees say we need to reduce
spending by $90 billion, one-third of the
amount. Why did they triple the cuts
to increase premiums for seniors, to re-
duce the services available? They need
the money for other purposes, and the
purposes are very clear. They want to
create a tax-break package. A package
which, frankly, goes way beyond what
working families need.

It is a tax-break package primarily
for the wealthiest people in this coun-
try: $245 billion dollars. Nothing new.
This is the old Republican philosophy.
The big business philosophy. The trick-
le-down philosophy. If you give enough
money to the wealthiest people in this
country, the Republicans believe that
somehow it will eventually get down to
working families.

Well, I applaud them for their con-
sistency, even though they have been
proven wrong historically and eco-
nomically. But here they go again. To
find the money for it, they want to cut
Medicare.

The other thing that troubles me
greatly is if you talk to people who re-
ceive Medicare payments, the provid-
ers, you will find that by and large
they are honest and ethical people who
are working hard to provide good qual-
ity health care, and God bless them for
their hard work.

But they will also acknowledge that
there are a lot of wrongdoers as well.

One to two percent of the people who
turn in bills to Medicare are frankly
trying to rip-off the Government
through fraud and waste and abuse. We
know it and we know it costs us dearly.

We estimate 10 percent of all Medi-
care billing each year is fraudulent; $18
billion lost that should be spent to help
people and reduce our deficit. We have
had some tough laws on the books.
They should get tougher. But know
what? The Gingrich Republican ap-
proach on Medicare reform lightens the
load; makes it harder to prove fraud on
the part of those who would try to rip-
off the system.

They say it is a sweetheart deal
which the Speaker cut with some of
the interest groups. I do not know if it
is or not, but the bottom line is the
Federal prosecutors who have looked
at the Republican Medicare reform
plan have come to the conclusion that
it is going to make it tougher to go
after the wrongdoers. That is not fair
and it is not fair to the seniors and it
is not fair to the taxpayers.

Mr. Speaker, I hope the people of the
United States will tune into this de-
bate this week. The Republicans have
tried to keep it under wraps. Now it is
time to bring it out into the light of
day and make sure America knows
what is in store for them if these Ging-
rich Medicare reform plans go through.

f

MEDICARE REFORM SHOULD ROOT
OUT FRAUD AND ABUSE

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Ohio [Mr. BROWN] is rec-
ognized for 5 minutes.

Mr. BROWN of Ohio. Mr. Speaker, I
have conducted numerous town meet-
ings and hearings in my district on
Medicare. As my friend, the gentleman
from Illinois [Mr. DURBIN], just said,
unfortunately, hearings have not taken
place in this institution in this body
for the public to hear them.

But at these hearings which I have
conducted, and in town meetings, I
have heard over and over again people’s
anger about the $270 billion in Medi-
care cuts in order to pay for tax breaks
for the wealthiest citizens in this coun-
try, the people who need them the
least.

But what also concerns me and what
troubles me is something else that I
hear at these hearings, these town
meetings, and that is people believe
there is a good deal of fraud in the
Medicare system. That fraud is some-
thing we have to aggressively pursue
and prosecute and root out and do
something about.

That is why it particularly troubles
me and concerned me to see an article
in USA Today, an editorial on Friday,
and the headline reads, ‘‘Medicare Re-
form Invites Doctors To Bend the
Rules. Easing Limits on Physicians’
Self-Referral Is Bound To Cost the
Medicare Program Billions of Dollars
That It Can’t Afford.’’

USA Today goes on to say:

No wonder the American Medical Associa-
tion has signed on to Medicare reform, with
the deal that they made with Republican
leadership. The Republican Medicare bill ac-
tually promotes fraud, waste and abuse in
several areas, particularly in its weakening
of the ban on physician referral of Medicare
and Medicaid patients for tests and treat-
ment in places where the doctor has a finan-
cial interest.

Another newspaper talking about
this agreement made between Repub-
lican leadership and the American
Medical Association says:

Regrettably the Speaker’s concessions
made an already bad Medicare bill substan-
tially worse. The Gingrich bill was never de-
signed to give the elderly high-quality
health care. It is less likely to do so now.

Unfortunately, this piece of legisla-
tion, this Medicare bill which the
American people have not been able to
find out much about, because there
have not been hearings in this institu-
tion, that Gingrich Medicare bill elimi-
nates fraud by legalizing it. It simply
makes things legal that were not legal
before. It encourages more fraud, in-
stead of less.

Not too long ago, about a week ago,
in the Committee on Commerce, a
committee on which I sit, the commit-
tee that heard the Medicare and Medic-
aid bills. Rather, did not really hear
them, because we were not allowed to
have hearings, but a committee that
discussed Medicare and Medicaid and
allowed amendments and we talked
about the bill, my colleague, the gen-
tleman from Michigan [Mr. STUPAK],
offered a substitute bill that would
have, instead of cutting $270 billion in
Medicare in order to give tax breaks to
the wealthiest citizens in this country,
would have gone directly after fraud
and abuse in the Medicare program.

Unfortunately the chairman of the
committee ruled the Stupak substitute
out of order. We were not able to de-
bate this or discuss this and we were
not allowed to vote for a bill, instead of
$270 billion in cuts to Medicare bene-
ficiaries and to give tax breaks to the
wealthiest citizen, instead it would
have devoted resources to rooting out
fraud.

b 1830

The Office of Inspector General re-
ports that every year for every $1 spent
on going after fraud and investigators
and inspectors and prosecutors, that
$80 is recovered that can go back into
the Medicare system. So why are we
cutting $270 billion out of Medicare to
pay for tax breaks for the wealthy and
why are we cutting back on the enforc-
ers and the investigators and the pros-
ecutors and the people that for every
dollar spent can recover $80?

I think it goes back to that editorial
in USA Today about the arrangement
that the American Medical Association
made with the Republican leadership in
this House. It is troubling to me that
we could save much more than even
the trustees said. They said that we
need to cut $89 billion in order to keep
Medicare strong for the next decade or



CONGRESSIONAL RECORD — HOUSEH 10124 October 17, 1995
so. We are saying that pursuing fraud
the way that we can can save almost
$100 billion. The inspector general says
that 10 percent of Medicare moneys are
fraudulent, that over the space of the
next 7 years, $200 billion will be lost to
fraud. If we can go after that fraud,
whether it is durable medical equip-
ment reform, whether it is putting in
civil penalties for kickbacks, whether
it is strengthening conflict of interest
rules, whether it is grand jury disclo-
sure, increased subpoena authority, all
these together, if we can only save
half, if we can only recover half of the
fraud in the Medicare system, we will
have more than enough to meet the
trustees’ recommendation, to keep
Medicare strong for the next 10 years.

Mr. Speaker, it simply does not make
sense to make these cuts in Medicare
to give tax breaks to the wealthy. We
should go after fraud aggressively. We
should crack down on fraud, not cut
senior citizens’ ability to get health
care.

f

MEDICARE DECEPTION
The SPEAKER pro tempore (Mr.

GUTKNECHT). Under the Speaker’s an-
nounced policy of May 12, 1995, the gen-
tleman from Washington [Mr.
MCDERMOTT] is recognized for 60 min-
utes as the designee of the minority
leader.

Mr. MCDERMOTT. Mr. Speaker, in
these Halls in 2 days we will have a
vote on H.R. 2425. It is the Republicans’
plan to slash Medicare by $270 billion
over the next 7 years. Now, if you be-
lieve the Republican rhetoric, every
one of us here would think that these
drastic cuts are necessary to prevent
the Medicare program from going
bankrupt. Nothing could be further
from the truth. These cuts have little
to do with saving Medicare or the part
A trust fund.

Let me say, we throw terms around
in this House that are often not well
understood by the public. Medicare is
divided into two pieces: part A, which
is the hospital payments, and part B,
which is the payments to doctors and
other providers of services to the elder-
ly. These cuts have little to do with
saving part A.

The Republicans are cutting $270 bil-
lion from Medicare because they want
to use that money to offset the $245 bil-
lion in tax cuts for wealthy Americans.

Now, ask yourself this: If the Repub-
licans were so concerned about the im-
pending bankruptcy of the Medicare
trust fund, how come they never men-
tioned it before November 1994? It is
ironic, when you think about it, that
with all of the Republican rhetoric
about saving the trust fund, the only
action they took this year in 1995 was
to approve a tax provision in the Con-
tract on America which takes money
out of the hospital trust fund through
a reduction in the amount of Social Se-
curity taxes paid. Over $36 billion
would be removed from the fund over
the next 7 years as a result of that leg-

islation that has already passed this
floor.

You heard me right. The first thing
the Republicans did was to take $36 bil-
lion out of the trust fund. They will
stand out here and say we have to put
this money into the trust fund, but the
first thing they did was to take it out.

Furthermore, the issue of the insol-
vency of the part A trust fund has sim-
ply nothing to do with Medicare’s sup-
plementary insurance that is part B,
the report of the part B trustees, which
you never hear mentioned on this floor,
is that part B is actuarially sound. It is
absolutely financed.

Therefore, if you are making cuts in
Medicare which are being made solely
to save part A, the hospital part, there
is no need to take $140 billion in cuts
out of part B. Almost $54 billion is in
increased premiums to seniors that
they pay each month. That is not nec-
essary to save part A.

Not 1 cent of the money cut from
part B in their proposal, which you will
see on Thursday, will go into part A.
The dollars go into the general fund to
take care of the tax cuts which will fol-
low.

As a result of the increasing public
opposition to these drastic cuts in Med-
icare, the Republicans had to do some-
thing, which is saying, you are just
shifting the money around. So they
said, we will create a lockbox which
they claim will sever the connection
between the Medicare savings and the
tax cut. They are going to try and di-
vide it.

One of the reasons why we are voting
on Medicare this week and the tax
breaks next week is they do not want
you to think there is any connection.
This lockbox is simply an illusion. It is
really a return to the kind of smoke
and mirrors budget gimmickry that
they hope will fool the American peo-
ple.

The Republicans think that the
American people are stupid. They want
us to believe that by depositing the
money they cut from Medicare into a
separate account, they can prove that
the Medicare cuts will not pay for tax
breaks.

Now, we all know that money is
green. The term we use around here is
fungible. You can use it here, you can
use it there. It makes absolutely no
difference which government account
the money is put into or taken out of.
The Government must pay its bills,
and it does not matter which checking
account it is in. You can have a bunch
of different checking accounts. It is
still government money. It comes from
taxes. They are just simply trying to
hide it.

The bottom line is that the Repub-
lican lockbox is just a new Federal
bank account. The Republican Medi-
care bill and the rhetoric that makes it
sound as if no spending is allowed out
of the lockbox is simply an illusion.

Their bill allows borrowing. They put
it into the lockbox. You cannot spend
it, they say, but you can borrow it. In

fact, it requires the lockbox to lend
money to the Department of the Treas-
ury.

Coincidentally, of course, the Treas-
ury Department needs these funds be-
cause of the Republican tax break. The
American people need to know that the
money from the cuts in Medicare not
only goes into the new lockbox, but the
money goes right through the lockbox
and into the pockets of the wealthiest
taxpayers who will benefit from the
Republican tax cut. Over half of that
$245 billion in tax breaks goes to people
making more than $100,000.

Now, to further mislead the Amer-
ican people, the Republican leadership
has suddenly decided that this Medi-
care legislation will have a separate
vote in the House of Representatives.
The Medicare legislation will be con-
sidered separate from reconciliation.
On Thursday we do Medicare. Next
week or sometime thereafter, who
knows, we will have the reconciliation
bill which will have all the tax breaks
in it, and the Medicare legislation will
be incorporated by reference.

That is a fancy term we use in the
Congress to say, what happened a few
days ago applies today. They will say
they are totally disconnected, but in
fact the bill contains an incorporation
by reference.

Without that phrase, without that in-
corporation by reference, the Congres-
sional Budget Office would not be able
to count the Medicare cuts in deter-
mining whether the reconciliation bill
includes enough deficit reduction to
allow the $245 billion in tax breaks to
go forward.

The Republican leadership has cre-
ated a perfect scenario for spin control
and deception. They can argue that the
$270 billion in Medicare cuts are sepa-
rate from the $245 billion in tax breaks
while at the same time counting the
savings from Medicare toward the
amounts needed to balance the budget.

Now, you can get as fancy
parliamentarily as you want to here,
but no amount of procedural vote
wrangling or accounting gimmicks can
hide the fact that the $270 billion in
Medicare cuts are tied to the $245 bil-
lion in tax breaks. The numbers match.

In addition to creating this lockbox,
which could be raided at any time, the
Republican bill does not extend the sol-
vency of the part A hospital trust fund
any longer than the Democratic sub-
stitute bill but it slashes Medicare by
three times as much. The Republicans
cannot hide this any longer.

Although they claim that their plan
will extend the solvency of part A until
2014, and you will hear this on Thurs-
day, you will hear 2014, it is not true.
The net impact of the Republican plan
is to extend the solvency of the hos-
pital trust fund, part A, until 2006 at a
cost of $270 billion.

I dropped in a bill, H.R. 2422, which
also extends the Medicare trust fund
until 2006, but it costs $90 billion, not
$270 billion, $90 billion.

Four of the Medicare trustees and
the HCFA Administrator—HCFA is
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Health Care Financing Administration,
for those of you who have forgotten—
the HCFA Administrator, who runs
this thing, says that the reductions in
part A are approximately $89 billion
and would be enough to ensure sol-
vency to 2006.

The Republicans can only achieve
$270 billion in cuts by drastically re-
ducing benefits to seniors and shifting
the costs onto beneficiaries; that
means senior citizens and their fami-
lies. The Republicans want to reduce
the Medicare Program to a worthless
shell.

Medicare that seniors know today
will exist in name only while providing
no real health care or economic secu-
rity to the beneficiaries and their fami-
lies. People will pay more and get less.

Despite the $270 billion in Medicare
cuts, the Republican bill does nothing
to solve the problem of baby boomers
entering the Medicare Program in 2010.

Now, lots of people throw this term
baby boomers around. I am not always
sure they understand what we mean by
that. If you were born after 1945, you
will be 65 in 2010, and you come into
Medicare. Anybody born after 1945 is a
baby boomer. They are the people who
come into the program in 2010.

On December 27, 1995, I introduced a
bill, the Medicare Security Act, which
extends the solvency of the Medicare
trust fund until 2006 and creates a bi-
partisan commission to deal with this
problem of the baby boomers.

In response to the introduction of my
alternative Medicare bills, the Com-
mittee on Ways and Means chairman,
the gentleman from Texas [Mr. AR-
CHER], stated in a press release: ‘‘Any
proposal that fails to save Medicare
until the eve of the baby boom retire-
ment must be considered a failure.’’

Well, Mr. Speaker, the chairman by
his own standard failed in his Medicare
bill. According to the actuaries for the
Medicare trust fund, the Republican
plan would extend the life of the hos-
pital trust fund, part A, through the
third quarter of calendar year 2006.
That is a quote from a letter dated 11
October 1995 to the gentleman from
Florida [Mr. GIBBONS] from the HCFA
Administrator, Bruce Vladeck, based
on data from the Medicare actuaries.

The year 2006 is 5 years before the
first baby boomers begin to retire in
2011 and 8 years shorter than the Re-
publican claims of solvency until 2014.

In addition to cutting three times
more than is needed for Medicare to
stabilize the part A trust fund until
2006, the Republican bill is loaded with
sweeteners for various interest groups
to silence any opposition.

As a doctor, it is troubling to me to
see members of the American Medical
Association put their own interests
ahead of their patients by cutting
backroom deals with the Speaker in ex-
change for their support of the Repub-
lican bill. In a bill in which bene-
ficiaries are being asked to contribute
$53 billion more, the doctors were nego-
tiating provisions allowing them to

create their own health care plans and
avoid further reductions in their fees.

b 1845

The Republican bill will allow doc-
tors, as well as hospitals, to create doc-
tor-hospital networks to sell health in-
surance plans directly to Medicare
beneficiaries. These new networks will
be called provider-sponsored networks
or PSN’s. It is a new term for you to
learn because you are going to hear it
endlessly on Thursday. Provider-spon-
sored networks; that means doctors are
out there doing whatever they want
with hospitals under special Federal
rules which will preempt, which will
preempt, override, existing State laws.
It will allow the PSN’s to operate with
lower financial reserve requirements
and other standards than are required
for HMO’s and private insurers. That
means the insurance commissioner in
the 50 States will not be able to control
and regulate what these PSN’s are out
selling to beneficiaries.

To allow these PSN’s to operate im-
mediately, Mr. Speaker, the Medicare
plan by the Republicans changes exist-
ing antitrust laws and says that the
States do not need, the PSN’s do not
need, State licenses. Clearly, being ex-
empt from existing State regulation
will give these PSN’s an unfair com-
petitive advantage for doctors and hos-
pitals over existing HMO’s. If that was
not enough, other giveaways to doctors
are limits on medical malpractice
awards for pain and suffering to
$250,000.

The approach taken by this bill is ex-
tremely one-sided and does nothing to
protect and promote the legal rights of
injured patients. The Republican bill
only seeks to protect doctors from full
legal and financial accountability for
their negligent behavior while restrict-
ing the ability of patients and their
families to receive fair and adequate
compensation.

The list of benefits for doctors goes
on, rolling back vital Federal oversight
of clinical laboratories in doctor’s of-
fices. In other words, doctors can refer
to their own laboratories. They elimi-
nate provisions on doctors’ self-refer-
ral. They provide unwarranted anti-
trust relief for physicians. They pro-
vide the ability to charge Medicare
Plus, and that is what they are going
to try and push all the seniors into, is
Medicare Plus. They are going to allow
the doctors to charge higher fees, and
they also set a new formula for setting
fees in the old traditional Medicare.
Mr. Speaker, it is clear that the only
interest the American Medical Associa-
tion has in Medicare is a financial in-
terest for themselves.

The Republican plan also offers bene-
ficiaries some false choices and false
promises of security. The Republican
plan creates Medicare Plus; I men-
tioned it earlier. It is a program which
is advertised as offering seniors more
choice of health care options, but in re-
ality will create divisions and inequal-
ities within Medicare. Medicare Plus

will actually force beneficiaries to pay
more for less while initiating what I
call a death watch for the traditional
Medicare Program. Medicare Plus
under the Republican plan will be
available as an alternative to tradi-
tional Medicare fee for service.

Now what is Medicare Plus? Well, it
really is managed-care plans, some new
types of specifically specially struc-
tured health plans such as the PSN’s I
talked about, medical savings ac-
counts, and health plans offered by
qualified associations like the Chamber
of Commerce. I do not know; it is not
clear in the bill. It is simply there.

Unfortunately for seniors all these
new choices for health care are based
on a false promise because Medicare
Plus, Medicare’s contribution to these
plans, will be a defined contribution or
a fixed amount of money which will be
given each year which will decline over
time resulting in seniors being able to
purchase less and less health insur-
ance. It is right in the bill.

Now what does that mean for sen-
iors? Well, it is pretty simple. It means
that an underfunded voucher, they
hand you something that will buy for
this year what next year will buy you
20 percent less, and this time, instead
of the Government sending the voucher
to the beneficiary, to the senior, they
are going to send it to the health plan.

Under the Republican plan, Mr.
Speaker, the total annual growth in
the size of vouchers for health care
plans is set at 4.7 percent. Now where
did that number come from? It came
out of the air. There is no basis for
that. We expect, and CBO expects, that
private health insurance premiums will
grow at 7.1 percent. So, if it is growing
for everybody else in the society at 7.1
percent, but we are going to only pay
4.7 for seniors under this Medicare
Plus, you can see that gradually the
buying power of senior citizens is going
down by a couple of percent every year.
By the time we get to 2002, you will be
paying a thousand dollars more out of
your pocket if you are a senior citizen
buying health care than you are today.

Now that is a rate of 30 percent high-
er than the Medicare vouchers are al-
lowed to grow. The private sector is
still going to grow 30 percent faster
than Medicare will be allowed to grow.
It does not take a rocket scientist to
figure out that the Republican vouch-
ers are putting seniors on a road to sec-
ond-class health care. The vouchers
will quickly buy less and less coverage
on their Medicare Plus, and bene-
ficiaries will have to pay the dif-
ference, or their families. If you realize
that there are more than 3 million wid-
ows in this country living on less than
$8,000, and you are talking about the
year 2002 they are going to have to
come up with another grand out of
their pocket, you know they cannot do
it. Their kids will have to do, if they
are lucky to have kids who have the
money to do it. Somebody else is going
to have to pay for it because these sen-
iors are not going to be able to do it.
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Mr. Speaker, the additional out-of-

pocket costs which will be paid by sen-
iors makes it clear that the additional
choices provided by Medicare Plus do
nothing to reduce the health care costs
overall. It is an arbitrary 4.7 annual
growth limit on vouchers. That saves
money to be given for a tax break to
the richest Americans.

In addition to having to pay the dif-
ference between the value of the vouch-
er and the cost of the benefit package,
seniors enrolled in Medicare Plus will
also be liable for extra charges by pro-
viders trying to compensate for Medi-
care’s declining provider reimburse-
ment rates, so if we cut the doctors
what they are paid under Medicare, and
you allow the doctors to balance bill,
they can get it back out of the senior
because we have taken off the protec-
tion against balance billing.

These extra charges, as I say, are
called balance billing. It is a practice
by which providers charge beneficiaries
more than Medicare approves. The re-
strictions in current law on balance
billing, which permits no balance bill-
ing by hospitals and only limited bal-
ance billing by seniors, will not exist
for seniors enrolled in the Medicare
Plus plan. This is a very important
concept. There will be no protection for
seniors against these hidden new
charges, and doctors will have a finan-
cial incentive to no longer see patients
in traditional Medicare. If you stay in
traditional Medicare, they cannot
charge you balance billing. If you go
into Medicare Plus, they can get you.
Now that is what I call a real revolu-
tion.

One of the most egregious examples
of waste in this Medicare plan are the
Medicare savings accounts which are
an option under Medicare Plus. Every
legitimate health care expert has
agreed that a MSA, medical savings ac-
count option, will result in extra costs
for the Medicare program and weaken
the hospital trust fund. MSA’s allow
beneficiaries to choose a high-deduct-
ible health plan combined with a fixed
deposit from the Government into an
MSA to cover their routine health care
costs.

Let us say the Government gives you
$5,000, and you take a thousand of it
and buy a $10,000 deductible program.
Then you got $4,000 in the plan, and
you can use that to cover your routine
health costs. If you do not spend any-
thing, you got $4,000 bucks for yourself,
and the healthy seniors will do very
well on that, but people who have real
problems are going to be a problem for
the system.

Mr. Speaker, CBO says that the
MSA’s in this bill will increase, I em-
phasize increase, Medicare costs by $2.3
billion. It is not a savings mechanism
for the system. It is a giveaway to peo-
ple who opt out of the Medicare sys-
tem.

Now this money that could have been
spent on health care for senior citizens
will instead go to the healthiest and
wealthiest of seniors. Medicare loses

money with MSA’s because healthy
people will choose the MSA option
while Medicare lacks the ability to ad-
just the MSA payments for the risk
factors. Furthermore, the idea that
MSA’s will protect freedom of choice
for seniors is a sham. Once this prod-
uct, once the MSA’s are out there and
become widespread, the insurance com-
panies will take over the MSA product,
and they will change it to managed
care. The result for seniors will be a
high-deductible plan with a managed-
care product at the end of your deduct-
ible.

Mr. Speaker, this is not Medicare re-
form. It is one of the first steps in the
destruction of the traditional Medicare
and elimination of the guarantee of
health care for all senior citizens.

The impact of $148 billion in cuts to
Medicare providers under the Repub-
lican plan will create severe hardships
in rural areas. It is not just a city prob-
lem. We are talking about rural areas
where hospitals exist in many cases al-
most totally on Medicare and Medicaid
payments because retired seniors are
living out there, and that is what keeps
those rural hospitals going. Rural hos-
pitals and clinics already are in finan-
cial difficulty, and they will be hard
pressed to absorb the reductions man-
dated by the Republican bill. In addi-
tion, the urban hospitals will be forced
to accept added reductions and special
Medicare payments for uncompensated
care. Big-city hospitals take care of a
lot of people who come in who do not
have any way to pay, and Medicare
gives them money to cover that. It is
called dish payments, disproportionate
share. Those payments are made by
Medicare, and, when we cut those out
in this bill, those hospitals are going to
be in even worse shape.

Now, if all of this was not bad
enough, in addition to the $148 billion
cut from providers, that is doctors and
other people who provide services, the
Republican bill includes something
called a fail-safe mechanism requiring
an additional $37 billion in cuts from
providers if Medicare spending does not
meet the arbitrary targets set in this
budget resolution. What they are ad-
mitting here is they do not know how
it is going to come out, and just in case
it does not work, they will cut another
$37 billion out of doctors and whatever
with no specificity. You do not know
what is going to happen. What will
happen to home health care? Who
knows. What will happen to nursing
visits, Visiting Nurse Association
kinds of things? Who knows? That $37
billion is sort of sitting there waiting
to take a whack out of these things
someplace down the road.

Now this fail-safe mechanism will
only affect the traditional fee-for-serv-
ice Medicare system. Is that fair? Why
only the traditional one that people
have known, and have lived with and
felt secure with? Why not the
MedicarePlus? Well, it is pretty obvi-
ous. It is simply an assault on the Med-

icare plan that every senior citizen in
this country knows and understands.

Slashing reimbursements to doctors
who remain in the traditional fee-for-
service system will result in more and
more doctors leaving Medicare to join
these PSN’s, these provider service net-
works, where they can escape State
regulation and charge beneficiaries
more.
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Over time, Medicare beneficiaries
will find that the Republican Medicare
bill will force their family doctors to
leave them and join a provider service
network.

If you do a survey of seniors and ask
them for suggestions on how to control
the rate of growth of the Medicare Pro-
gram, nine out of 10 seniors will re-
spond that the Government needs to
crack down on fraud and abuse in the
Medicare system. The Republican plan
does nothing, nothing to curtail fraud
and abuse, and instead, does the exact
opposite by weakening the administra-
tion’s efforts to combat fraud and
abuse.

The GAO, that is the Government Ac-
counting Office, they are the people
who go in and look and see if the num-
bers really add up, they estimate that
fraud and abuse in the health care in-
dustry account for an estimated 10 per-
cent of our yearly private and public
health care expenditures. Based on
that estimate, fraudulent payments in
1994 amounted to nearly $94 billion in
this country. Broken down, that
amounts to approximately $258 million
a day, or $11 million every single hour.

As the General Accounting Office
stated in testimony before the Com-
mittee on Ways and Means, Medicare
has already begun to address the prob-
lem, and actually leads the private sec-
tor in health care anti-fraud and abuse
efforts. Unfortunately, in spite of all
the rhetoric you hear about fraud and
abuse, the Republican proposal loosens
the rules that outlaws kickbacks and
that requires providers to exercise due
diligence in submitting accurate and
true Medicare claims.

That is not just Democrat rhetoric
against the Republican bill. Under the
Republicans, the Congressional Budget
Office has estimated that the Repub-
lican fraud and abuse provisions will
cost, cost the Medicare program over $1
billion from 1996 to 2002. That is right.
Get it straight. The Republican bill en-
courages $1 billion in fraud and abuse
in the Medicare program. All three of
the Federal Government’s health law
enforcement agencies have spoken out
against the Republican plan. It is too
bad, in my opinion, that the Repub-
licans are too stubborn to listen to the
people who actually enforce the law.

It really is time to focus on the facts.
The Republicans are cutting Medicare
by $270 billion to pay for unnecessary
tax cuts, and they at the same time are
starting the death spiral of the tradi-
tional Medicare program. My bill, H.R.
2422, the Medicare Security Act, shows
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the American people that we can pro-
tect the Medicare program without
hurting our beneficiaries, or disrupting
our health care delivery system.

I would be the last person in this
House to dispute the fact that Medi-
care is growing too rapidly, and its
rate of growth needs to be controlled, if
we are going to avoid bankrupting the
Federal Government. However we do
not need to cut $270 billion from the
Medicare program over the next 7
years. Cuts of this magnitude do noth-
ing to save the Medicare program, or
extend the solvency of the part A hos-
pital trust fund any longer than is ex-
tended by my bill to 2006. Medicare is
being cut for one reason and one reason
only: That is, to balance the budget
and pay for the tax cuts in the amount
of $245 billion.

My bill shows Medicare spending by
$90 billion over the next 7 years, which
would keep the part A solvent until
2006. This gives the Congress and the
President 10 years to fix the problem of
the baby boomers entering the Medi-
care system, without imposing any hid-
den costs on seniors or impeding their
access to care.

As a reasonable alternative, my bill
cuts $67 billion from Medicare part A
and $23 billion from part B. All of the
part B savings go into Part A to make
it solvent. These cuts are basically
technical adjustments that the health
care delivery system can absorb and
that will preserve the same level of
Medicare coverage and benefits that
beneficiaries have today, which is quite
different than the Republican bill.
Equally important, my bill ensures
that the savings in the Medicare pro-
gram will not create profound disrup-
tions in the health care delivery sys-
tem, or our teaching hospitals, or ac-
cess to quality care by our seniors.

My approach avoids the substantial
increases in both the cost of private in-
surance and the number of uninsured
persons which the Republican plan
guarantees. The cuts in my bill are dis-
tributed throughout the health care
system in an equitable manner to doc-
tors, hospitals, home health agencies,
and skilled nursing facilities. In my
bill, there are no increased costs to
beneficiaries, and adjustments to pro-
vider reimbursements have been spe-
cifically tailored to protect the basic
elements of our health care infrastruc-
ture.

The Medicare Security Act will not
place any additional financial burdens
on our elderly poor or their families.
You have to understand that fully 83
percent of Medicare expenditures are
for beneficiaries in this country, senior
citizens in this country, with incomes
of less than $25,000. We are talking
about people who are living a com-
fortable life, they are not in poverty,
but they are not rolling in money. This
is a program that protects the basic
American infrastructure that has built
this country, people that paid their
way, that made this country what it is.

Beneficiary payments and
copayments should be increased only
as a last resort, because these seniors
simply cannot afford a doubling of the
part B premium, which is what is an-
ticipated under the Republican plan.
Their part B premium, that is, for the
doctors, already rises from $46 a month
to $87 a month by the year 2002.

Under my plan, the premiums, as
they have grown each year a little bit,
will be increased to $58 per month.
That is a savings of $30 a month for
senior citizens. The real problem, and I
think the thing that has been missed in
all this debate, because most people
walk around thinking this is a senior
citizens issue, it really is not a senior
citizens issue only. It is partly theirs,
but it really is also everyone else’s in
the population, because the problem
for Medicare starts in 2010, when the
baby boomers enter the program.

Many young people in this country
do not believe that Medicare will be
there for them when they reach that
age. They say, ‘‘Why should I pay for
Medicare, because it is not going to be
there when I get to be 65.’’ That is a le-
gitimate concern. The Republicans’
proposal to slash Medicare does noth-
ing to solve that problem. For that rea-
son, my bill, like the Republican bill,
creates a bipartisan commission to spe-
cifically address the changes needed in
Medicare and in health care coverage
and finance generally to accommodate
those aging baby boomers in 2010.

You may say, ‘‘Why another commis-
sion?’’ In 1983, this House was worried
about Social Security. There were
thoughts it was going to be insolvent.
It would not be there at some point in
the future. They formed a commission,
made recommendations to this House,
we changed some of the laws, and it is
now solvent to about 2040. It is that
proposal that we have before this
House in terms of a bipartisan commis-
sion to facilitate the national debate,
which is necessary to determine what
kind of Medicare program we want for
older Americans, and whether or not
we as a Nation are willing to pay for
that program.

We have to make a decision again
that was made in 1965. The reason we
have to make it now is that we have
been so successful. Medicare has been
successful. People are living longer.
They are living more productive lives.
We have more ways in which we can ex-
tend life and make life meaningful, and
it is costing more. We have to have
that debate again. Are we willing to do
that for the rest of the society when
they get to be 65, and are we willing to
pay for it?

This blue ribbon commission created
by my bill will be charged with the re-
sponsibility of building a national con-
sensus on the future of Medicare. This
commission will make recommenda-
tions to the Congress by January 1,
1998. That is 8 years before any future
Medicare collapse in 2006. It is clearly
possible for them to do that over the
next 2 years, and they should do it. I

firmly believe that this commission is
the most important part of the bill,
and the most important part of this
Medicare debate.

Before making radical changes in the
structure of Medicare, let us have an
open and honest debate about what we
can do to fix Medicare without destroy-
ing it. Changes in Medicare of the mag-
nitude proposed by the Republicans
should not be rammed through the
House of Representatives after one day
of floor debate. Four hours and we are
going to ram it out of here.

We had not one day of testimony be-
fore the Committee on Ways and Means
on the proposal that was voted out last
week. We had many days talking about
what the problem was. You will hear
people say, ‘‘We had days and days of
hearings on it;’’ yes, describing the
problem, but not a single day was spent
in careful examination, with people
coming in from the outside to talk
about what the effects of their proposal
really would be, so we are going to ram
something out of here destroying Medi-
care, and it does not have to happen.

My bill lays down a marker for hon-
esty and simplicity. According to the
Congressional Budget Office, this bill
and the Republican Medicare bill take
the Nation to the same destination,
2006. Fortunately, my bill costs one-
third as much, and I believe that is
what the House ought to go for. I can
see no reason to dismantle Medicare
simply for the sake of a tax cut for the
wealthiest Americans.

Mr. Speaker, I yield to my colleague,
the gentleman from Vermont [Mr.
SANDERS].

Mr. SANDERS. Mr. Speaker, I thank
the gentleman for yielding to me. I ap-
plaud him on his work.

Mr. Speaker, I would remind the gen-
tleman that several years ago we were
in discussion about another issue.

Mr. MCDERMOTT. If you are talking
about single-payer, I am ready to go.

Mr. SANDERS. At that time we were
not talking about making savage cuts
in Medicare or making savage cuts in
Medicaid. At that time what the gen-
tleman was doing and many other
Members of this House, and what I was
trying to do, is bring forth a program
that would not be cutting programs for
the seniors or the low-income people,
but in fact, in a cost-effective way,
would be guaranteeing health care to
every man, woman, and child in this
country without out of pocket expense.
In fact, it would be providing health
care to all of our people without spend-
ing any more than we are currently
spending. We have come a long way in
2 years. Unfortunately, we have moved
rapidly in the wrong direction.

Today, instead of talking about how
we are going to cover everybody, what
we are talking about is how we are
going to throw huge numbers of people
off of health insurance altogether.

What I wanted to focus on for a few
moments is the impact of the cuts in
Medicare and Medicaid on small, rural
States like the State of Vermont. As
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the gentleman indicated, in terms of
the Medicare cuts, we are talking
about a $270 billion cut over a 7-year
period. In terms of Medicaid, we are
talking about a $180 billion cut over 7
years. I want to make a point here that
is not made often enough, I think, that
the cuts in Medicare and the cuts in
Medicaid are only part of an overall at-
tack by the Republican leadership on
senior citizens in general. Medicare,
yes; Medicaid, yes, cuts. The LIHEAP
program, the fuel assistance program
that is very important in the cold
weather States like Vermont, is being
proposed for elimination by the Speak-
er, the gentleman from Georgia [Mr.
GINGRICH], and the other leaders in the
House. What that means is that many
elderly people throughout this country
are going to find it very difficult to pay
the fuel bills when the weather gets to
be 20 below zero in the State of Ver-
mont.

I would also mention that senior citi-
zen housing, which is very important
in the State of Vermont, and I am sure
important in Washington State as well,
is targeted for no more new construc-
tion. In Vermont senior citizen housing
is terribly important. I used to be the
mayor of Burlington, VT. We had long
waiting lists of elderly people who
wanted to get into the reasonably inex-
pensively comfortable senior citizens
housing. No more senior citizen hous-
ing.

Furthermore, we are talking about
the elimination of the RSVP program
and other senior citizen programs, so
we should look at the cuts in Medicare
and Medicaid within a broader scope,
and that is part of a savage attack on
the needs of elderly people.

The gentleman is correct when he
talks about the fact that the real rea-
son behind these terrible cuts in Medi-
care and also in Medicaid have far
more to do with tax breaks for the
wealthy than they do with protecting
the Medicare system.

The Republican leadership is propos-
ing a $245 billion tax break over a 7-
year period, and much of those tax
breaks are going to the wealthiest peo-
ple in America. In addition to the indi-
vidual tax breaks, we should reempha-
size the point, reiterate the point, that
the Republicans are proposing to repeal
the minimum corporate tax, so on one
hand we are going to be telling elderly
people that they must pay more for
health care when they cannot afford it.
On the other hand, we are telling the
largest corporations in America who
make billions of dollars in profits,
whose profits now are at an all-time
high, that they are not going to have
to pay any taxes at all.
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Furthermore, we are talking about

increases in military spending, more
money for B–2 bombers, more money
for star wars.

Furthermore, we are talking about
the maintenance of a system which
provides $125 billion a year in corporate
welfare.

Now, why, in God’s name, are we cut-
ting back on Medicare, cutting back on
Medicaid, but not making significant
cuts in corporate welfare, which is tax
breaks for the wealthy and subsidies
for large corporations.

In my State of Vermont, as a result
of the Republican Medicare cuts, some
80,000 senior citizens and disabled Ver-
monters will be paying higher pre-
miums for a weakened Medicare sys-
tem. In Vermont, these cuts represent
a $356 million loss of revenue. As a re-
sult of the Republican proposal, Medi-
care part B premiums will rise from
the current cost of $46.10 a month to
$87 per month in the year 2002. Under
current law, the part B premiums
would have increased to $61 a month.

In other words, the Republican pro-
posal will cost Vermont senior citizens
and disabled people, by the year 2002,
$312 a year more in part B premiums.

What I would point out is that there
may be some people who are not senior
citizens who think, well, Medicare is
providing great coverage right now. Is
that not great? As I know the gen-
tleman from Washington knows, that
is not the case. In my State of Ver-
mont, I talk to many seniors who have
Medicare who today cannot afford the
high cost of prescriptions. They cannot
afford to pay their fuel bills. They are
hurting, despite Medicare, as the gen-
tleman, I think, knows. Elderly people
are paying a larger percentage of their
fixed incomes out of their own pockets
for health care today than before Medi-
care because of the escalating cost of
Medicare in America. So with Medicare
today untouched, many of the elderly
are having a hard time affording their
health care needs. With these cuts,
there will be an absolute disaster.

I also want to say a word on the issue
of Medicaid. Medicaid, of course, ap-
plies to many senior citizens who use
Medicaid for long-term care in nursing
homes, but it also applies to the low-
income disabled, and it applies to low-
income children, and I would hope that
the American people would take a deep
breath and take a look at the values of
a society which say, yes, more money
for star wars, more money for B–2
bombers, more money for corporate
welfare, more money for tax breaks for
the rich, but we are going to go after
the weakest and most vulnerable peo-
ple in our society, low-income elderly
people, low-income disabled people, and
low-income children. What a set of val-
ues. It does not make a whole lot of
sense to me.

I would also point out that in the
State of Vermont and all over the
country, when these cuts come to Med-
icaid and these cuts come to Medicare,
many, many middle-class families
today that are struggling with declin-
ing incomes are suddenly going to
wake up and find out that they are
going to have to pay more out of their
limited incomes to take care of their
parents who are in senior citizen nurs-
ing homes or wherever, because Medic-
aid will not be covering those needs.

I would also point out that in rural
States these Medicaid cuts are going to
be very devastating, and the Medicare
cuts as well, for our hospitals. We do
not have huge hospitals. Many of the
hospitals in the State of Vermont are
small, rural hospitals which today are
barely hanging in, and when we appre-
ciate the fact that in the State of Ver-
mont, a rural State, 55 percent on aver-
age, 55 percent of the revenue that
comes into the hospitals comes from
Medicare or Medicaid, there is no de-
bate that in rural America and in rural
Vermont, many of the hospitals, we
have hospitals, Central Vermont Hos-
pital, 60 percent of the revenue comes
from Medicare and Medicaid, Grace
College, 66 percent, North Country Hos-
pital, 64 percent, Northeastern, 59 per-
cent, Northwestern, 59 percent, Spring-
field Hospital, 61 percent, Mt. Ascut-
ney, 68 percent of their revenues com-
ing in from Medicare and Medicaid.
How do these hospitals continue if
there are savage cuts in those pro-
grams?

The last point I want to make, and
the gentleman from Washington has al-
ready make this point, is we are talk-
ing about drastic cuts in programs
which are going to affect tens of mil-
lions of Americans all over this coun-
try. The calls coming into my office
now are primarily calls which say,
‘‘Bernie, do not cut Medicare. Do not
Medicaid. We just can’t survive if those
programs are cut.’’ I am sure that is
true of most of the Members of this
House.

One would think, one might think
that when we are talking about drastic
cuts in programs which affect the lives
of tens and tens of millions of Amer-
ican people, there would be very long,
serious debates in committee and on
the floor of this House, that these de-
bates would go on day after day, we
would hear discussion from the most
knowledgeable people in America as
well as from the senior citizens and the
low-income people who are going to be
impacted. But as the gentleman has al-
ready points out, that debate is very,
very limited, and we know the reason
why.

I think the Republican leadership un-
derstands that the more the American
people learn about their proposals, and
the polls all indicate this, the less sup-
port there is for that. So they are try-
ing to push these things through and
in, I think, a very unfair and undemo-
cratic way.

I thank the gentleman from Washing-
ton very much for the opportunity, to
say a few words.

Mr. McDERMOTT. Your last point
reminds me of the fact that Seattle is
playing, tonight, baseball against the
Cleveland Indians. The pitcher on the
mound is a guy named Randy Johnson,
who throws about a 95-mile-an-hour
fast ball. The Republicans are throwing
a 95-mile-an-hour fast ball past the
American people. They want this
jammed through here so fast that no-
body can really figure it out. That is
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really what this is all about, only they
do not understand it. The American
people have seen that pitch before, and
they are going to hang in there and
clobber it. I hope the Cleveland Indians
cannot clobber Randy Johnson tonight.

Mr. SANDERS. I would remind the
gentleman a couple of years ago we did
a poll in the State of Vermont. We
asked Vermonters if, given a choice be-
tween raising taxes on upper-income
people or cutting Medicare, what would
they prefer. Overwhelmingly, people
said if the choice is cutting Medicare
or raising taxes on upper-income folks,
we should raise taxes on upper-income
folks.

What would be the poll results if we
said should we lower taxes on the rich-
est people in America and cut Medi-
care? I do not know of 5 percent of the
population who thinks that is a good
idea. That is why they want to move
this thing through the House so very
fast.

Mr. McDERMOTT. Absolutely. I
thank the gentleman very much.

f

THE PROGRAM TO SAVE
MEDICARE

The SPEAKER pro tempore (Mr.
GUTKNECHT). Under the Speaker’s an-
nounced policy of May 12, 1995, the gen-
tleman from Florida [Mr. MILLER] is
recognized for 60 minutes as the des-
ignee of the majority leader.

Mr. MILLER of Florida. Mr. Speaker,
we are finally coming down to the time
we are actually going to be able to vote
on the Medicare Program. I am excited
about the fact that we are finally going
to have the chance to really vote and
pass a good Medicare Program that
saves the Medicare Program. That is
something we are proud of over on this
side of the aisle.

All we hear from the other side of the
aisle, all we hear are fear and scare
tactics. You know, the saying is Medi-
care or mediscare. All we are hearing
is, ‘‘Oh, my gosh, what are we going to
do?’’

Listen to the truth. We are saving
Medicare. It is going to become a bet-
ter program. You know, Medicare is a
very, very important program. It is
very important for me in my district in
Florida. I have got more seniors than
any congressional district in the Unit-
ed States. So I have large numbers of
seniors. It is very important for jobs in
my district. It is the largest employer
in my district. My mother, my 86-year-
old mother, is on Medicare, and my in-
laws, whom I just lost recently, were
on Medicare. It is very important to
me personally. So we have to save Med-
icare. No one wants to get rid of Medi-
care.

The simple question is, and I do not
understand what they are screaming
about, Medicare should not be a par-
tisan issue. Everybody on both sides of
the aisle agree Medicare is going bank-
rupt. We do not disagree with that
issue, and Medicare, we need to save it.
We agree on that.

We have the plan. We have the only
plan, actually. The Democrats are say-
ing they want to save Medicare, too. So
we are all in agreement on that. All we
want to do is offer choices.

What is wrong with offering choices?
The previous speakers said we do not
want to have these choices; this is a
bad choice, that is a bad choice. What
is wrong with choices? As a Federal
employee, I have choice. You have
choice, I say to the gentleman from Ar-
izona [Mr. HAYWORTH]. You have a
choice when you choose next month.
We are going to get a choice next
month. As a Federal employee, we have
the same plan as anybody in the De-
partment of Agriculture and Com-
merce. We are going to get a list of
choice, and we choose. Why should not
seniors get a right to choose?

Mr. HAYWORTH. If the gentleman
will yield, I think that is absolutely
the key point to this debate, and we
have to ask ourselves, realizing that
good people can disagree, and indeed
we come to this Chamber to discuss is-
sues of vital importance, such as Medi-
care preservation and Medicare im-
provement; we have to simply give peo-
ple choice. You know, I listened with
great interest, Mr. Speaker, as our
friends preceded us in this special
order, and I noted with interest a cou-
ple of remarks from my good friend
from Washington State, and just to put
this in some perspective, in my former
profession, where I talked a great deal
about athletics, I think my friend from
Washington State offered the improper
analogy. He was claiming that the new
majority was trying to throw a Randy
Johnson-like fast ball past the Amer-
ican people. I would take issue with
that. Instead I would say that our
friends, who are really guardians of the
status quo and the old order, the new
minority, is trying to throw the Amer-
ican people a hanging curve ball, be-
cause let us make no mistake about it,
my good friend from Washington State
who preceded us here in the well, those
who studied the health care debate of a
year and a half to 2 years ago realize
that our friend from Washington State
was the proponent of a health care
plan, a national health care plan that
can be safely said was even to the left
of President Clinton’s plan.

It was as if my friend from Washing-
ton State wanted to transmogrify the
United States into the Dominion of
Canada to try to bring that type of
health care to this country, cradle to
grave, soup to nuts, State-sponsored
triage that was, in my humble opinion,
irresponsible, with a massive central-
ized bureaucracy and putting health
care decisions in the hands of govern-
ment.

What we are trying to do is to change
that, to say that the time for scaring
the American people is over. It is time
to provide options. We have options in
every other walk of life. Why should we
change at age 65 and only have one
plan in a one-size-fits-all scenario?
That is the wrong route.

Let us provide more choices even as
we restrain the rate of growth. We still
have growth in expenditures.

But I was also struck by one diag-
nosis that my friend from Washington
State, as a psychiatrist, I think, was
very appropriate in offering. In the
early days of this Congress, as things
changed, he talked about the fact that
the guardians of the old order were, to
quote him now, ‘‘in a state of denial
about the way things have changed
here, and the new philosophies pre-
dominant on the Hill.’’ I would simply
add a footnote to that. Not only were
members of the new minority in a state
of denial, that denial has been followed
by rage, and one of the lessons I have
learned here, and I will be very candid
with my friend from Florida, to my
eternal regret, in the wake of the his-
toric shift within this body, what we
find so often now is that the debate has
very little to do with policy and every-
thing to do with power from the per-
spective of my friends in the new mi-
nority.

So jealous are they of the change in
power that they will do anything, say
anything, claim anything, to scare peo-
ple about changes that need to take
place, and so, again, I think that we
ought to stretch out a hand and say
good people can disagree, but let us
suffer no illusions or delusions about
what is going on here. We have a plan,
a responsible plan to deal with the so-
bering realization that the trustees’ re-
port brought to the floor that Medi-
care, if we do nothing, goes bankrupt
in the next 7 years.

Again, I hear our friends in the mass
media, many of them almost acting as
if in collusion with the new minority
to claim it is to pay for some sort of
tax cut. Nothing could be further from
the truth. This is, as my friend from
Florida knows, through the steward-
ship of the Committee on the Budget,
the hard work of the gentleman from
Ohio chairing that committee, we took
care of making sure that all Americans
could have more of their hard-earned
money in their pocket, and this instead
is in response to a bipartisan trustees’
report that compels us to act now.
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In fact, as I see here, the gentleman
has brought something to the floor
from a publication not typically sym-
pathetic to conservative points of view.

Mr. MILLER of Florida. I just do not
understand what the point they are
making from the other side of the aisle
is. They agree we are saving Medicare.
They say we are having choices. What
is wrong with choices? They cannot
disagree with the fact we are not
changing the deductibles, we are not
changing the coinsurance. They cannot
disagree with that.

The premiums are going to continue
going up, but at a slower rate than
they have been going up in the past. So
they cannot disagree with that. We are
going after waste, fraud, and abuse.
What is wrong with going after waste,
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fraud, and abuse? I do not understand
what their point is.

The Washington Post, not known as a
Republican paper, says the congres-
sional Republicans have confounded
the skeptics. Our plan is credible,
gutsy, and it addresses the genuine
problem that is only going to get
worse.

Let us see what the Washington Post
says about the Democrats. My friend
from Arizona, look what they are say-
ing about the Democrats.

Mr. HAYWORTH. This is something.
To use the words you have up here for
us, let me recite it for the folks on
what the Post has to say about the
Democrats’ MediScare campaign.
‘‘Crummy stuff.’’ ‘‘Demagoguery, big
time.’’ ‘‘Scare talk.’’ ‘‘Expostulation.’’
Finally, quoting again, ‘‘It is irrespon-
sible.’’

The fact is, as my good friend from
Florida knows, we have yet to really
see a definitive plan. And this is part of
the frustration that I am sure the gen-
tleman encounters in his district. As
the gentleman’s experience warrants in
Florida, so too is my experience in Ari-
zona. Many seniors living in the Sixth
Congressional District of Arizona are
saying to me, ‘‘You know, you are
right to try and fix this problem, and
not wait on a commission or not take
a Band-aid approach to say, ‘Okay,
there is a problem, but let us just try
to solve it through the next election.’ ’’

Believe me, from the old days of poli-
tics, the easiest thing to do would be to
stick our heads in the sand or try a lit-
tle change here in the hopes that we
could paper over it through the next
election. But I know that is not what
the people in Arizona or Florida or
Connecticut sent us here to do. We are
here to make the changes needed, re-
sponsible, reasonable changes, to im-
prove this system; thus the name, Med-
icare Plus.

This is one other note we really have
to reinforce, despite all the scare talk:
If people like conventional Medicare,
as they have it now, they are free to
keep it. You mentioned the experience
of your mother. My granddad is 91. He
does not want a lot of things to com-
plicate his lifestyle. He may very well
want to stay on the program that has
served him, and that, too, will be his
choice.

Mr. MILLER of Florida. Let us define
the problem. I am sure everybody lis-
tening here this evening understands
what happened. The fund is going
broke. It is going bankrupt. There is no
dispute of that issue. The trustees,
most of them are members of the Cabi-
net of President Clinton, but this is not
a partisan issue. We are doing it to-
gether. The fund is projected to be ex-
hausted in 2001. That is not politics; it
is the facts, folks. We have to do some-
thing about saving Medicare. It is a
simple fact it is going to be totally
bankrupt in 7 years.

We have a trust fund. The only
money going into this trust fund is
payroll taxes. Under the Medicare part

A, there is 2.9 percent payroll taxes
that goes into a trust fund. The only
money going out of that trust fund is
to pay for Medicare part A. Next year,
for the first time in the history of the
Medicare Program, actually this year,
which started October 1, more money
will be going out than going in. For the
first time in history we are going to
spend more money out of that trust
fund than money coming in in payroll
taxes.

It is going broke. All the reserves,
which are about $129 billion, are going
to be completely gone in the year 2002,
and then we have a disaster. And the
real problem hits in the year 2010, be-
cause in 2010, that is the baby-boomer
year, 65 years after the close of World
War II, and when the baby-boomers
start retiring. Everything blows up. So
if we just put it off, the decision about
Medicare, if we just put it off, what
happens is it gets worse and worse
every year.

We cannot put our head in the sand
to try to solve this problem. We need
to remember that the spending on Med-
icare has been going up at over 10 per-
cent a year, and the private sector
health care costs are going up much
less. All we need to do is slow the rate
of growth in spending.

This always bothers me, when they
say we are cutting Medicare. Our plan
does not cut Medicare. We increase
spending every year on Medicare. Over
the next 7 years we are going to spend
$354 billion more than we spent on
Medicare for the past 7 years. We are
increasing spending by $354 billion
more during the next 7 years than we
did for the past 7 years.

It is going up every year. We keep
saying only in Washington do you call
an increase in spending a cut. I just do
not understand how you keep increas-
ing spending and saying you are cut-
ting spending. The facts are the facts.
We are increasing spending $354 billion
over 7 years.

Mr. HAYWORTH. I just do not think
we can state this enough. Now, I do not
know by what mathematical gauge we
are dealing here in Washington. I know
George Orwell wrote of a ‘‘Newspeak,’’
a different type of language that said
ignorance is strength, war is peace, and
things of that nature. I cannot help but
see the same type of pattern here with
what goes on in terms of Washington
numbers.

Now, I know the gentleman has been
well respected in the world of business.
Would the gentleman just review the
numbers here again on this chart and
explain again very slowly, so the Amer-
ican people can understand, and espe-
cially those who reside inside this Belt-
way, can understand what in essence is
going to transpire.

Mr. MILLER of Florida. I am a
former statistics professor, I have a
Ph.D. and taught statistics for many
years. It does not take a Ph.D. in sta-
tistics to understand this. These are
simple numbers. The way you get these
numbers, in 1995, we are spending $179

billion on Medicare, which is $4,816 per
person for every man and woman on
Medicare. The total amount of money
we are spending right now is $4,816 per
person on Medicare.

Now, in 7 years, we are going to
spend $6,734 per person on Medicare.
That is an increase per person, whether
we talk about a total amount of dollars
or on a per person basis.

Mr. HAYWORTH. An increase of al-
most $2,000, it appears.

Mr. MILLER of Florida. That is
right, per person, almost $2,000 more. It
is MediScare, fear tactics.

Mr. HAYWORTH. I notice, without
having the privilege of taking one of
your statistics courses when I was at
North Carolina State, but just to put it
in real terminology, I offered this ex-
ample before and I think it has some
validity here, in real live terms. When
my daughter asked for an increase in
her allowance, I gave her $5 a week
until junior high. By the time she got
to high school, we said, Honey, live a
little. We doubled it to $10. I do not
know if it was fiscally responsible or
not. She did not grouse and complain
and say, Daddy, you did not take it to
$15. Therefore, you cut my allowance
by $5. She had a genuine increase. Her
allowance was doubled.

I think the point the gentleman is
making is this is not rocket science,
but is, as in the mid-to-late fifties,
what Dwight Eisenhower used to call
the study of government and descrip-
tion of politics, ‘‘sophisticated non-
sense.’’ Lost among the sophisticated
nonsense and fear tactics and rhetoric
is this very simple message that is the
foundation of what it is we are doing.

Again, I yield to my friend from Flor-
ida, because I do not think we can re-
peat this enough.

Mr. MILLER of Florida. One other
chart that shows it is, let us look at it
on a monthly basis over the next 7
years. This is what the Federal Govern-
ment is spending per month for every
person, beneficiary, on Medicare: In
1995, $401 per month; 1996, $423; $440;
$460; $481; up to $561 per month per ben-
eficiary on Medicare.

I just do not understand where you
get a cut when you go from $401 a
month to $561 a month. That is an in-
crease in spending. In fact, when I ex-
plained it one time at a meeting back
in my district in Sarasota, somebody
got mad at me. Why are we increasing
it so much? We can live within these
numbers. They are live, and we can
have a good program. I am proud of the
program that we have on Medicare. It
is an exciting program, giving more
choices and options.

I am glad our colleague from Con-
necticut, Mr. SHAYS, is with us today.

Mr. SHAYS. Mr. Speaker, I just
would like to weigh in on this. I was
listening to both of you in my office
and I felt compelled to join you, be-
cause this is something that we have
been working on for years, particularly
this last year.

We are going to spend $675 billion of
additional new dollars in the next 7
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years as opposed to the last 7 years. We
spent about $926 billion between these
last 7 years, and in the next 7 years we
expect to spend about $1.6 trillion.
That is an extraordinary amount of
new dollars. Those new dollars are
going to be used to help beneficiaries.

What amazes me is that when I listen
to the plan, described by some of my
constituents, that was described can-
didly by Members on the other side of
the aisle, I thought, I do not like that
Medicare plan.

They described to me a plan that cre-
ated new copayments and increased ex-
isting copayments. That is a not. They
described a plan that created new de-
ductions and new deductibles and in-
creased the deductibles that exist.
That is a not. The hospital deductible,
the doctor deductible is going to stay
the same. They described premiums
where they were going to have to pay
more, and the fact is they are going to
pay 31.5 percent, which is exactly what
they pay now, and it will stay that
way. As health care rises that premium
cost will go up, as it has during the
last 7 years.

I thought, none of that is true. As I
talk to my constituents, they say it is
a not. I have been told it was. It is not
true. The bottom line is no copayment,
no deductible, no increase until pre-
miums. But they say, but I have been
told I cannot have my doctors. I am
going to be forced out to get private
care. That is a not as well. It is not
going to happen.

Beneficiaries can stay in the same
program they are in now. If they have
a doctor for their heart, kidneys, or
stomach, or any other ill they have,
they can keep those doctors. No change
whatsoever.

I am excited about this plan, because
it allows people to stay in the existing
plan, but it then allows them to get
into private care plans if they want.
They can even have a medical savings
account and buy a large deductible if
they want to do that. They have so
many options. They can stay in fee for
service.

So I look at what we are trying to do,
which is slow the growth of this pro-
gram to about 6.3 percent. I would just
come back to the original point: In the
7th year we are going to spend 54-per-
cent more than we spend today. That is
a gigantic increase. In the 7th year,
beneficiaries, per beneficiary, are going
to get 40-percent more per beneficiary.

I look at the plan and say this is a
job well done. I would defend this pro-
gram anywhere. I would debate anyone
on this issue. It simply is a plan we can
be very proud of. I hope ultimately the
American people are focused in on
what this plan is and not a plan de-
scribed by people on the other side of
the aisle who simply want to prevent
this from happening.

Mr. HAYWORTH. Mr. Speaker, I
think you make such an outstanding
point, that we have to remember that
we are offering again, as our good
friend from Florida pointed out at the

outset of this time together, we are of-
fering choices. And the ultimate choice
is if people like what they have, they
can keep it.

Again, I am struck by the difference.
It is interesting to see some Members
of the fourth estate try to cover this
debate and try to draw an analogy with
the failed soup to nuts, cradle to grave,
socialized plans that were offered 2
years ago and say that somehow there
is a synergy between the two things.

Nothing could be further from the
truth. Going back to our analogy of the
hanging curve ball, how interesting it
is that guardians of the old order and
proponents of socialized medicine are
now coming to this floor saying that
we denied, or that we would deny peo-
ple their choice of their own physician.

Nothing could be further from the
truth. There is no synergy between
these two episodes in history. We are
offering something profoundly dif-
ferent, predicated on what is, I believe,
the essence of being an American, the
chance to take a look economically
and personally at what is best for our
future destiny and having an option to
determine what is best.

It is so interesting to hear the de-
scriptions, as if latitude in personal de-
cisions is something to be feared or as
if there is some sort of unseen compul-
sory action that will take place that
will force people into certain programs.

Nothing could be further from the
truth. We are enlarging choice for the
American people and renewing freedom
that heretofore has been denied for the
past 30 years, despite the virtues of
this program, when people magically
hit the age of 65.

Mr. SHAYS. Mr. Speaker, one of the
plans we are allowing, we are allowing
doctors and hospitals to have their own
program. In other words, they can now
compete directly with the insurance in-
dustry; they can compete with HMO’s,
health maintenance organizations.
They can participate in this process. I
believe that they will be able to pro-
vide patients extraordinary care at sig-
nificant reductions in price.
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One of the things that happens is in
this process of choice, they can stay in
their fee-for-service. The only way they
have to leave is they have to choose to
leave. And the only way they will
choose to leave is if they can get better
health care in one of the private plans.

So, for instance, if a private plan
wants to say that their premium will
be less, they will get a rebate or, in
fact, their deductible, which presently
is on hospitals and doctors, would be
reduced, they can get that. Some plans
might entice individuals to participate
because they will get drug care for the
first time, or eyeglass care or dental
care, which they might not get now.
The only way that happens is if they
can convince individuals they should
leave their plan.

Now, if they leave their plan, under
our proposal, we are allowing Medicare

patients every month to go back into
their old system. There is a 2-year win-
dow where they can simply go back the
next month. And then, in the third
year, it would be every year. So we are
saying if an individual really wants to
test it, and they are not sure they will
like it, they can go right back to what
they have.

I have tremendous confidence a lot
will choose to do the private care and
they will stay there because they will
find they will be better.

Mr. MILLER of Florida. I think those
are very important points to remem-
ber. Two important points the gen-
tleman has made. Traditional Medicare
will be there. My 86-year-old mother is
not going to change, and that is fine. I
think she should have the right to stay
in the system the way she is. She is not
going to want to change. So everybody
has the right to stay in the system.

The other important point is, during
the first couple years of this, with 30
days notice, an individual can change
back to the system. They can change
every month if they want. What is
wrong with that? Why would someone
object to having the chance to choose,
and if they do not like it, change
again? It is their right to choose. Just
like as a Federal employee we get to
choose once a year. That makes sense.
What is wrong with that? I don’t under-
stand what the scare tactics.

Mr. HAYWORTH. If the gentleman
would continue to yield, I know we lis-
tened to our colleague from Vermont
[Mr. SANDERS] bemoaning prescription
costs. Again, the gentleman from Con-
necticut [Mr. SHAYS] has pointed out
what may very well be one of the vir-
tues of these many different plans, that
there may be copayments and reduced
fees for the very prescription drugs
that my friend from Vermont was so
concerned about.

This is really the essence of the de-
bate we are having here. Again, good
people can disagree. There are some
who legitimately believe that it is the
domain and the responsibility of the
Federal Government to act not only as
the charity of first recourse, but to be
the principal architect and the prin-
cipal provider of about every service
here in the late 20th century. I think,
fundamentally, the American people
reject that notion, but the American
people look for a plan that empowers
the populace, that empowers the citi-
zenry, and that can give them the very
choice they need to make responsible
decisions. Again, those decision gov-
erned by their particular situations
and their particular lifestyles. That is
what is so important.

So the very thing that our friend
seemed to fear, may, in the final analy-
sis, be a phantom.

Mr. SHAYS. If the gentleman would
yield, we basically have a plan that has
no increase in the deductible, no in-
crease in copayment, keeps the same
premium cost, allows individuals to
keep the present system they have, al-
lows them to move into private care, if



CONGRESSIONAL RECORD — HOUSEH 10132 October 17, 1995
they do not like the private care, they
can come right back in.

Someone said, well, why not take the
premium, which is 31.5 percent and
have it go down? What they are saying
is, on Medicare part B, which is what
the premium pays for, all the health
care services, we are saying the tax-
payer is going to continue to pay 68.5
percent. If we allow the premium to go
down, we are then saying the taxpayers
are going to have to pay 70 percent and
80 percent and so on.

So we are saying taxpayers will stay
at 68.5 percent for Medicare part B, and
those who receive the care are going to
stay at 31.5 percent. To me, that is a
very honest and straightforward way.
The taxpayers will have to pay more as
health care costs go up, and the pre-
mium will also go up slightly as well,
but we are keeping that bond and that
protection.

While we are not always mentioning
this, it is something that I think
should be put on the table. We are try-
ing very hard to make sure that there
is not a transfer of wealth from fami-
lies to senior citizens. We have to be
straight with everyone here; that the
Federal Government cannot continue
to pick up more of the percentage, be-
cause, otherwise, we will make families
poorer and poorer. And it is not easy
for a family today with two children,
that makes $40,000, that now does not
have the same deduction per child that
my parents had. My parents had, in to-
day’s dollars, the equivalent, $8,000,
they could take for each child, and a
family today has $2500. My parents paid
about 20 percent of their income in
Federal, State and local taxes. A fam-
ily today pays 30 to 40 percent.

We have to, when we talk about what
we are doing for our elderly so we can
protect Medicare, we also have to focus
in on what we are trying to do for fam-
ilies.

Mr. HAYWORTH. If the gentleman
would yield, I think he makes a very,
very valid point. And, quite candidly,
there have been those seniors that have
come to me, and perhaps other Mem-
bers in your respective districts have
found this to be true as well, and they
say, now, wait a minute, what about
this whole notion of tax cuts? So many
of those seniors I talk to I ask, and
many of them were starting a family in
1948, maybe had a couple of kids. Back
from the war, starting a career. And
for an average family of four in 1948, 3
percent of that family’s income went
to the Federal Government in terms of
taxation. Now, compare and contrast
that with last year, when a typical
family of four surrendered almost one
quarter, 24 percent, of its income to the
Federal Government.

As the gentleman from Connecticut
[Mr. SHAYS] points out, with State and
local taxes, with the hidden cost, the
hidden taxes, if you will, of regulation,
more and more people are surrendering
40, almost 50 percent of their income to
the Federal Government.

So, again, what this new majority is
trying to do, what we are tying to do in
the Congress of the United States is
empower people, not only the seniors
but the families, to have more of their
hard earned money. The people of the
6th district of Arizona last November
sent a very simple message to Washing-
ton through my election, and that is
this. We work hard for the money we
earn. Let us hang on to more of it and
send less of it to Washington. That is
not born of a selfish impulse. Simply
people realize that the place for char-
ity does not come from the Federal
Government being the charity of first
resort.

And while there have been many in-
novative programs designed to em-
power people, we cannot empower peo-
ple on one hand and yet enslave others
with the same type of equation. There
has to be opportunity across the board.

And I thank the gentleman from Con-
necticut for bringing up that very real
challenge, whether it is income tax or
payroll tax for part B Medicare in that
trust fund. We have to understand that
the work force today is called on more
and more to pay taxes and they need to
hang on to their money, and we have to
find a way to get that done.

And that is why this plan, I believe,
offers the best alternative yet devised
to empower people and to work this
problem through.

Mr. SHAYS. I wonder if the gen-
tleman would yield again. I want to
point out that we are a family in this
place, in terms of our desire to take on
some very tough issues. I have been
here 8 years, and this is the first time
we have had an honest dialog with our
constituents about the need to deal
with entitlements and control their
growth. Slow the growth. Allow them
to grow faster than any other part of
the Government, but to slow the
growth and to make some very nec-
essary spending reductions in domestic
spending.

We have been very honest to say that
we have to get our financial house in
order and balance the budget. That is
our first task. Our second task is to
save our trust funds, particularly Medi-
care, which the gentleman from Flor-
ida [Mr. MILLER] has focused so elo-
quently on. And our third task is to
change the social corporate welfare
state into an opportunity society.

We are going to do our best to save
this American civilization and have a
society where people can prosper.

Mr. MILLER of Florida. I am excited
about the plan we will vote on on
Thursday. It really is a great plan, and
I am proud to be able to be part of the
process of being able to introduce it on
Thursday.

When we talk about the process, the
gentleman mentioned talking to your
constituents, and our friend from Ari-
zona also. The thing that made our
plan I think a successful plan is that
we have been talking to the people that
make the difference, that make the de-
cisions that it impacts.

So often they want to have these
hearings and we have all the
policywonks, and maybe some from
your State and my State, that come up
here and say here is the theory. This is
the way it should happen. I think that
was the mistake in the plans last year.
We have had over a thousand town hall
meetings throughout the country lis-
tening to people. I am having another
one this Saturday in Sarasota. I had
one in a mobile home park in Elling-
ton, FL, a week ago. I have them all
the time, listening to the people and
getting their input.

In addition, we have listened to the
organizations that are on the front
line. We have listened to the AARP, we
have listened to the hospital groups
and the physician groups. We have lis-
tened to the different groups that are
on the front line and delivering care,
and they believe what we are doing is
the right direction.

There may be some differences. They
may not wholeheartedly support this.
They may not like something in it. The
trial lawyers may not like us, of
course. But the thing is we have lis-
tened to the people. That is the most
important thing, the ones on the front
line, rather than just the policywonks.
The message basically is save Medicare
and no Band-Aids. Let us fix it now and
let us address the problem.

Mr. SHAYS. I wonder if the gen-
tleman would continue to yield, so that
I can point out and use real numbers.
One of the points I want to make, and
the gentleman from Florida, I think,
represents an extraordinary number of
senior citizens and your input, as in
my work, as we have worked together
on the Committee on the Budget on
Medicare and Medicaid, has helped
shape this plan, and that plan has been
shaped by what we have been hearing.

My constituents have said, I have to
keep my own doctor. Done. I have had
other constituents say I want some
choice. Done. I have had other con-
stituents say I would like the oppor-
tunity for plans to give me eyeglass
care or dental care. Done. Or prescrip-
tion drug care. Done. I have had other
constituents who have said I want the
opportunity to have a medical savings
account and to buy only catastrophic
care. Done.

I mean we have been listening. That
is not the way our plan started out. It
has been shaped by the constituents we
represent.

Now, I have had a number of con-
stituents, I have had, candidly, I went
to a funeral last night, where the mem-
ber who passed away was a member of
the Republican town committee. And I
had one of my best supporters walk
down the stairs and say, ‘‘Don’t you
dare. Don’t you dare make any change
in my Medicare plan.’’ I said, ‘‘Tell me
what are you concerned about.’’ She
said, ‘‘I am concerned you are cutting
my medicare plan.’’ I said, ‘‘Well. We
are allowing it to grow at 6.3 percent.’’
‘‘No, I heard you were cutting. I heard
this from the AARP.’’ I said, ‘‘We are
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slowing the growth.’’ Then she said,
‘‘Well, AARP told me I cannot have my
own doctors.’’ I said, ‘‘Well, that is not
accurate.’’ I said, ‘‘Hold it.’’ We just
went through the entire plan. And she
said, ‘‘If that is the plan, I support it.’’

My conviction is that there are a lot
of people right now who are being told
a lot of things. I have had some of my
colleagues go to nursing homes saying
nursing homes will be closed next year.
I have had some of my colleagues hav-
ing press conferences with doctors say-
ing they will not be able to have their
doctor anymore. None of that is true.

Now, what is my conviction in voting
for this plan? We have worked on it for
an extraordinarily long period of time.
We have had the input of so many dif-
ferent people who have told us what
they want in the plan, and that is what
we are doing. I am absolutely con-
vinced that next year, when people see
this plan unfold, and, candidly, that is
when I have to face the electorate. I
would not want to be so stupid as to do
a plan that is unfolded and then does
not work. That does not make sense for
our country and it certainly does not
make sense for anyone that has to go
back to the electorate.

I am proud to defend and promote
this bill when we debate it on Thurs-
day, and I will be proud to defend it
and promote it during the course of all
next year. And I predict that people
next year will say ‘‘What a great plan,
and thank you for making sure that I
could keep my existing health care,
and if I want, I can change it and get
other kinds of health care that meet
more of my personal needs.’’

Mr. MILLER of Florida. I agree with
the gentleman completely. I think 5
years from today people will sit back
and look at what we had in Medicare,
the one-size-fits-all model, and people
will say, ‘‘Why did we wait so long be-
fore we made the changes in Medicare;
before we gave choices?’’

We were criticized that, oh, we had
one day of hearing. Wrong. We had
hearing after hearing. We worked to-
gether in the Committee on the Budg-
et. We had representatives from indus-
try in and actuaries and different
groups in at different committees. At
least 38 hearings this year on Medicare.
So we have had the official hearings,
lots and lots of them. Plus, we have
built on all the hearings we have had
for years.

I was lucky to serve on the health
care task force that the gentleman
from Florida [Mr. MICA] had for the
past couple of years and, really, we had
a lot of hearings and worked very hard
on the plan there. So we listened. And
when people came with ideas, we would
go and say, ‘‘Can we do this?’’

I will tell my colleagues some ideas
that senior groups advocated. Any plan
that is offered under our Medicare
choice program has to offer benefits at
least as good as current Medicare. So
any plan they choose, they are going to
have at least the same benefits or bet-
ter.

Mr. SHAYS. Let me get this straight.
So if a private plan, when the private
plan steps forward, they have to tell
and make sure that their health care
plan covers everything that Medicare
presently does plus.

I do not know if the gentleman from
Florida was the one who had thought of
the name of Medicare plus, but it is
such an apt description of what our
health care plan does. It allows them
to have their existing health care plan
plus.

Mr. MILLER of Florida. Right. Be-
cause the current Medicare system is
going to continue. For those that want
to stay with it, fine. But why not give
those choices? As long as any choice
they choose has benefits as good as the
current Medicare, what is wrong with
that?
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We are hearing people that have
these other options for people that are
low income. There are some choices
out there that are going to be less
money. It is going to cost them less
and they get more benefits, if we just
allow the marketplace to help bring
the costs under control.

So, I am excited about the options,
because we are going to give people the
choice and they are going to say,
‘‘Great, why did we insist that it could
not be changed?’’ It is exciting, what
we are going to have, and I look for-
ward to that.

Let me talk about the some of the
choices we have. We always start off
with the fact that the current Medicare
stays. The plan, basically, is that every
year beneficiaries are going to get
some forms and they get to choose. If
they want to change plans, fine. If they
do nothing, they stay in current Medi-
care. If they want to change, they get
assigned a form to change. But if they
want to stay in the current plan, they
stay in it. It is automatic. Nothing to
do but just stay in the plan and it con-
tinues just the way it is. There are no
changes.

But then we have these choices: Med-
ical savings accounts, or the HMO-like
organizations, or the provider service
networks. I think these provider serv-
ice networks are going to be exciting in
local communities. When you think
about it, most health care is local.
Ninety-eight percent of the health care
we receive is our local doctors, our
local hospital, our local home health
care agency.

Why not encourage the local doctors
and the hospitals to go together and
form their own program? As long as
they meet the financial standards and
they can buy reinsurance to provide
those financial guarantees to make it
sound, why not encourage those local
hospitals and doctors to go together to
form their group? They know their pa-
tients and communities best.

What is good in Florida may not be
necessarily good in Connecticut or
Spokane or Arizona. I have hospitals
with 80 percent Medicare populations

because of my high senior population.
They are going to be most interested in
this.

I am very concerned about Medicare.
We cannot let that program go bad. We
cannot let it go bankrupt. It is job in
our community and for the senior citi-
zens in our community. My own moth-
er. We have choices that are going to
bring it under control.

We have had over a thousand town
hall meetings and coming up with some
great ideas. Our leadership and our
committees have listened and put the
ideas that our Members found in town
hall meetings into the plan. One of the
biggest things they talk about is
waste, fraud, and abuse. We all agree
that we need to get tough on waste,
fraud, and abuse. This is where a lot of
the money is.

We believe that the marketplace is
one area that is going to help drive
that out. When we have competition
for the business and we have to satisfy
those patients, if they do not like it,
they leave and go some place else.

I have a restaurant. If customers do
not like my restaurant, they can go
down the street to the other res-
taurants. We have to keep people satis-
fied, and if the doctor is not doing a
good job, the patients will go down the
street. That is going to force it out.

They have to efficiently provide the
service at the same time. We are going
to give seniors an option to help us
root out the waste, fraud, and abuse. It
is hard for the bureaucracy in Washing-
ton to discover all the waste in the sys-
tem. It is hard to discover it out here,
but patients come up to me all the
time and tell me about the problems.

One case was on network news. The
lady was talking about being billed for
an autopsy when she was in the hos-
pital. That is a little bit extreme, but
if they can locate the problems, let us
give incentives to seniors to go out and
find that waste, fraud, and abuse. So
much of this is related to defensive
medicine where the lawyers have driv-
en up the cost. If we can do that, we
can have benefits that are going to ad-
dress that issue.

I am glad that my colleague, the gen-
tleman from Florida [Mr. MICA] is here,
because he has a large number of sen-
iors in his district just north of Or-
lando.

Mr. MICA. Mr. Speaker, I thank the
gentleman for yielding. I cannot think
of anyone in the Congress who prob-
ably represents more seniors than the
gentleman from Florida [Mr. MILLER],
and who has been more active in trying
to bring some fiscal responsibility to
this Nation and also to the Congress.

I am also pleased to join the gen-
tleman from Connecticut [Mr. SHAYS].
I know many of the Members, particu-
larly on this side of the aisle, and there
is no one who has greater sense of com-
passion for the people of this country,
their needs, and who cares more about
human beings in our Nation. I have
seen him work in this fashion and to-
ward a compassionate solution to
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many of the problems that confront us.
I am extremely pleased to join both of
my colleagues this evening to talk
about Medicare reform.

I have really remained somewhat si-
lent. I have held my town hall meet-
ings and looked at what the Republican
proposal was. Tonight, I am here to
strongly endorse the House Medicare
reform proposals.

I have looked at them. I have talked
with our seniors. The nice thing about
senior citizens is they were not born
yesterday and they have seen a lot of
water over the dam and heard a lot of
rhetoric and they have been able to
sort through some of the smoke and
charges and rhetoric from the other
side of the aisle.

It is unfortunate that some of these
people have not come up with what is
a new idea, or some new solutions, in
more than three decades to some of the
mounting problems of this country. I
am here tonight to say that, in fact, I
think the greatest threat to our senior
citizens is the national deficit and we
must do something about it.

I brought a couple of charts that I
blew up. They are not very colorful,
but one of them I wanted to show to
our seniors and other Members tonight
was the fact that our Federal budget in
1995 now is composed of $153 billion in
entitlements. That is some of the wel-
fare programs; $333 billion in Social Se-
curity, and that we hope will stay off
budget and is not affected by anything
that is proposed by our side of the
aisle; Medicaid is another $90 billion;
and you see Medicare $176 billion. Then
you add in interest on the national
debt and we are looking at somewhere
around two-thirds to three-quarters of
our entire expenditure for the Nation.

What this says is that we must do
something to bring some of these costs
into check. The two biggest Govern-
ment programs are the health care pro-
grams, Medicare and Medicaid. And
even a simple mathematics computa-
tion will tell us, and the President’s
own trustees, and I brought a copy of
that, that basically, that the trust fund
is projected to become exhausted.

What I said about simple math is we
have been spending somewhere between
11 percent, 10.5 percent, and 13 percent
per year. And simple math will tell us
that in about 71⁄2 years, if we continue
at that rate, those huge expenditures
will bankrupt the system and this
chart again goes completely awry and
we cannot bring the finances of this
country into order.

Now, what is even of concern not
only to seniors, but what should be of
concern to working men and women, is
the country’s population and its work-
er base actually starts to decrease. The
ratio of active workers to Medicare
beneficiaries in 1995, as you can see, is
way up here on this chart: 3.3. And if
you look at the year 2035, it is down to
20.

So, what is going to happen is people
who are now concerned about what is
being taken out for Social Security and

other taxes and Medicare, there will be
a smaller pool to draw from. They will
be able to take home very little and we
will be taxing them to an unheard of
degree. We will not be able to support
the system.

So, we did not create the mess. We
may have been here while the mess was
created, but, in fact, the other side has
had control of both the House and the
other body here. We see the same
thing, whether it is the District of Co-
lumbia, it is Amtrak, whether it is
Medicaid, whether it is the pension
funds that I oversee for the Federal
Government on the House side as chair
of the House Civil Service Subcommit-
tee. All of these programs are basically
bankrupt. We have robbed from the
cookie jars and now we have to face re-
ality.

But I think that the plan that we
have come up with, you have heard my
colleagues, Mr. MILLER and Mr. SHAYS,
outline some of the things that we
have done. We addressed the real prob-
lems here.

Everyone knows, every senior who
has attended any town hall meeting
that I have held has come forward and
said, Mr. MICA, look at the waste,
fraud, and abuse. Look how much I was
charged for this 15 minute service. And
they hold up a bill. Look how much
this item cost, this overbilling.

The Miami Herald in Florida did an
article on Medicaid fraud and they esti-
mated a $1 billion fraud and abuse of
the system in just the State of Florida.

Mr. SHAYS. The gentleman said 1
billion?

Mr. MICA. Yes, $1 billion in waste,
fraud, and abuse. And that is the cor-
nerstone of the Republican plan, is to
tackle some of that. Every senior has
seen it when they have sat in an office
and seen how the system is abused.
When they have seen the billing, they
see the net results.

We had one individual come to a
town hall meeting and talk about what
he was forced to pay for a wheelchair.
He could have purchased probably four
or five wheelchairs for what the system
required him, or the system and the
taxpayers to pay for under this ridicu-
lous system. So waste, fraud, and abuse
are an important cornerstone.

Medicaid is the same thing and we
will not get into that tonight. but I sit
on the subcommittee and we oversaw
Medicaid with the gentleman from New
York [Mr. TOWNS], and Medicaid in
Florida is somewhere in the neighbor-
hood of $1 billion in waste just by esti-
mates of the General Accounting Office
report that our subcommittee received
last year. So, the cornerstone is doing
something about waste, fraud, and
abuse.

Then, the second point is tort reform,
and we know we have to face tort re-
form. We sent to the other body litiga-
tion and legal and tort reform that is
so necessary, whether it involves medi-
cal expenses. And we see that again.
Someone said a doctor charged so
much for an office visit. And I checked

with the doctor to see what his liabil-
ity was. His premium is $50,000 a year.
That is a thousand dollars a week. If
you do 100 visits, that is tacked on at
the front end of every visit.

We have to do something to bring
some of the need for reform into place
here as far as tort and liability reform.
A second major point.

And then again my colleagues have
described the opportunity for choices.
No one is forced out of Medicare. No
one is forced into any plans under what
we are proposing. Beneficiaries are
given choices. What is wrong with
choices? And choices that we offer will
create competition. We think we will
drive prices down. We are not positive
it will work, but we think from the
models that we have seen, from pure
logic, that competition and also having
various plans such as we have in the
Federal Health Benefits Program that I
oversee, also as chair as the House
Civil Service Subcommittee, people
will have the opportunity to choose
from a variety of plans which will
begin to be self-policing.

And we have seen that. They bring
down costs. They offer more options for
folks. Things like medical savings ac-
counts, which makes so much sense.
What is wrong with providing an alter-
native to bankruptcy?

It is all done, too, on the House side
we say no change in copayments. No
change in deductible and the premiums
remain the same. Seniors can stay in
Medicare. We can reform Medicare and
also offer choices, and I think that
makes sense. The most important
thing is it helps bring the finances of
the country and the system into some
balance and we will not bankrupt the
system or the country.

Mr. SHAYS. When the gentleman
said not positive it will work, I am ab-
solutely as positive as I can be that
this system will work extraordinarily
well. The issue is will the savings be
270? 260? 280? How many people will
choose private care? Will it be 24 per-
cent that the Congressional Budget Of-
fice says? My judgment, based on all
the people that we have interviewed,
says that well more than 50 percent by
the seventh year will have chosen pri-
vate care. They are going to choose it
because they get better opportunities.

The certainty is no one can predict
exactly what it will be in the seventh
year. Is it 45 percent who are in private
care? 60 percent? 70 percent? That is
the uncertainty. To what extent will
that happen? But the one thing we are
certain of, we are certain that we will
provide $4,800, as we do not, per bene-
ficiary. We are certain that we will
provide $6,700 in the seventh year. That
is a 40 percent increase per beneficiary.

There is over $600 billion into the
plan. Doctors will get more; hospitals
will get more; all the people who pro-
vide quality service will get more, not
less.

b 2015
There is not anything like an in-

crease in the number of hospitals and
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doctors of 40 percent. So those who are
in the system now that are being told
that somehow they are going to have
to make extraordinary sacrifices, it is
just not accurate.

Mr. MICA. Well, again, Mr. Speaker,
nothing is certain. We are trying to do
our best. We all have relatives. I have
aunts who are on Medicare and trying
to make if from week to week and
month to month. We are concerned
about these people. But our number
one concern should be that we do not
bankrupt the country. And simple
math will show you that this whole
structure we have created, this huge
government program is going to col-
lapse. Even the President’s commission
says that.

So we are willing to work with the
other side. We are willing to work with
the administration. We are willing to
work with people who have ideas. We
have held hundreds of hearings on this
and Members have held literally thou-
sands of town hall meetings trying to
bring together the best ideas into a
plan that makes sense.

The last thing we would want to do is
hurt any senior citizen, someone in
need or someone who needs that care.
We think we can do a better job, and it
is not necessarily throwing more
money at the problem. That seems to
be the only solution around here.

Do we do a better job, as proposed by
some folks on the other side of the
aisle or the administration, just by ig-
noring the problem or letting the waste
continue? Well, we will let the waste go
to 89 billion or let the waste go to 100
billion. This does not make sense. We
need to make the system work and it
should operate and function in a re-
sponsive, accountable fashion and give
the people the choices that others
have. Why confine them to one failed
choice?

Mr. MILLER of Florida. You are
chairman of the committee that is in-
volved in Federal employee health in-
surance. We looked at that. That is ba-
sically what we are going to offer sen-
ior citizens, a separate system that
gives a choice just like all Federal em-
ployees have a choice.

The Medicare program is a very com-
plex system. If you are under Medicare
you have to have three different insur-
ance plans. You have a Medicare part A
with one insurance company handling
that. You have Medicare part B, which
costs $46.10 that another insurance
company handles, and then you have a
Medigap policy. That is a complicated
system. That is part of the inefficien-
cies of Medicare. And as a Federal em-
ployee, we only have one insurance
plan. Anybody in the private sector has
one insurance plan. That simplifies it.
It is going to be so much simpler. The
benefits are going to be better, and we
are going to slow the rate of growth. I
do not see where the argument is, why
anyone could disagree. We have more
money every year.

Mr. SHAYS. I would love to just em-
phasize that point. I had more con-

stituents who said, I want the same
kind of choices you have, Mr. Congress-
man, hopefully they call me CHRIS, but
the bottom line is, they are saying as a
Federal employee I get to choose a
wide range of programs. I have to pay
28 percent of health care costs. But I
can choose any kind of program. I can
choose one that is more expensive, less
expensive and so on. I just want to em-
phasize, the gentleman from Florida is
right on target. We are doing what our
constituents have asked: Give us the
same kind of choices you have.

Mr. MILLER of Florida. I am excited
about the plan. I think we have been
debating health care for almost 3
years. Now we are going to be able to
do it. We are going to make the
changes. We are going to give a better
system to the seniors of our country.
We are going to preserve a program
that is so essential that we have to
have it, and it is going to be there and
it is going to be a much better plan. I
do not understand what all this scare
rhetoric is. It is politics. People do not
want politics on this issue. It is too im-
portant for politics. I am getting tired
of the scare tactics that keep coming
in from the other side.

Mr. HAYWORTH. I guess it is just a
situation where Halloween came a lit-
tle bit early and lasted for the better
part of 3 months. The chances now for
us to expand choices, to offer real re-
form rather than a Band-Aid approach
for the American people and preserve
this program so that we can take the
steps necessary in later years, indeed
to preserve it for future generations, it
is summed up in the name Medicare
Plus. And as both my colleagues from
Florida, Mr. Speaker, have indicated,
it offers choice. And as my good friend
from Connecticut so articulately
phrased it, what is wrong with having
that type of choice. We will leave it to
the American people who duly elected
us to debate this issue and make the
necessary changes to preserve, protect,
and improve Medicare.

Mr. SHAYS. I would just like to say,
if I could, I compliment the President
on one issue. He said to the American
people, we need to deal with health
care. It was a big wake-up call for a lot
of Members of Congress. And what the
President did is set in motion a number
of us, if not all of us, giving this our
number one priority and studying this
issue tremendously. And so for that, it
has been extraordinarily helpful be-
cause this is not something we just
started working on.

You started and others and my col-
leagues started well before the Presi-
dent asked, but the general bottom line
is that we have been working on this
health care issue for over 3 years now
and we think we have come to a plan
that the American people really will
find is what they want.

Mr. MICA. In closing, I just want to
say again that I do not think there is
any greater threat to senior citizens or
all Americans, if this Congress does not
act responsibly on the fiscal problems.

And they are not just Medicare, it is a
big item, but it is also providing jobs
and opportunity for this and future
generations. And some of that does in-
volve changing our tax policy. So we
are going to have to do all of this. I
think if we work together we can do a
better job and we do not have to scare
anyone in the process. But I think all
of us working together we can improve
what we have.

Mr. MILLER of Florida. Mr. Speaker,
just in closing, for the seniors of this
country, we have a good program. You
are going to be excited by this program
when it comes out next year. It is
going to save a system that is essential
to keep up.

Do not get scared by the rhetoric out
there. It is going to be a good program.
You are going to be very pleased with
it. It is going to continue to exist and
that is what we are here for. We are
going to preserve and protect Medicare.

f

STATE OF EMERGENCY
The SPEAKER pro tempore (Mr.

GUTKNECHT). Under a previous order of
the House, the gentleman from New
York [Mr. OWENS] is recognized for 60
minutes.

Mr. OWENS. Mr. Speaker, the state
of emergency continues. You have just
heard some of the brightest and most
decent human beings in the Congress
make a long statement about Medicare
and health care funding, and neither
one of them admitted that Medicaid
will cease to be an entitlement under
their bill. Millions of Americans who
are now covered right now by Medicaid
will no longer be covered as a result of
the legislation that they want to pass.

They have not admitted that we are
the only industrialized nation, we are
the only industrialized nation other
than South Africa that does not have
universal health care coverage of some
kind, are not moving in that direction.
We were moving in that direction with
Medicaid coverage for the poor, but
they are going to take away the Medic-
aid entitlement. They say that we are
going to be happy when we see the
package. Americans will be happy
when they see that less people are cov-
ered as a result of this legislation than
were covered before. We are going
backward and we should be happy.

There is a state of emergency that
ought to be recognized here. Nearly
half a million dedicated troops were
here in Washington yesterday. Unfor-
tunately, they had no commanders to
tell them about the state of emer-
gency. Unfortunately, no one told them
to concentrate on the place where the
real battles are being fought. They do
not understand were the real battles
are taking place. They do not under-
stand that the state of emergency di-
rectly impacts on their lives.

They came, they are engaged, and I
hope they will remain so. I want to dis-
cuss tonight how they must be ener-
gized and informed and directed to be-
come a part of defending themselves
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against the big guns that are aimed at
them and their way of life.

Nearly half a million dedicated
troops were in Washington yesterday.
Nearly half a million young black
males marched yesterday. But they
were not told the nature of the war
they are in and the danger they face,
and they were not told how best to en-
gage the enemy.

I want to talk about how they must
engage the enemy.

First I want to just describe what
happened yesterday. I want to use the
language of some of the editorials and
columnists who have commented on it.
In the Daily News of New York City,
the Daily News language I think was
very sensitive to what happened. I
quote from the Daily News editorial of
today, October 17:

The pain of generations of hope denied
brought a sea of seekers to Washington.
They came seeking solutions to the problems
that divide them from the rest of the nation
and from themselves. From the cold of early
morning to the setting of the sun over the
Nation’s Capitol, they stood patiently, admi-
rably, listening, waiting for words to heal
them, to inspire them. Most waited in vain.
But the power of their presence was so
strong that it captured the attention of a na-
tion. The power of their presence was so
strong that it captured the attention of the
nation.

I think it is important to note that
these dedicated young men who came,
according to one poll that has been
taken, came for many different rea-
sons. Unfortunately, too few of them
came to Washington, the capital of
power, and understood that not only
could they capture the attention of the
Nation but they could do more.

They could have focused in on some
of the emergencies that exist right
here in this legislative hall. We are
going to have a vote this Thursday on
Medicare, Medicaid. Nobody talks
about Medicaid very much, but Medic-
aid is part of the package, too. There is
going to be a huge cut in Medicare.
That is horrible. We want to stop that
cut. I do not think we have the votes.
It is going to pass the House with that
huge $270 billion cut over a 7-year pe-
riod. More than $180 billion will be cut
from Medicaid. And Medicaid will no
longer be an entitlement. Right now it
is an entitlement.

In case people do not know what en-
titlement is, entitlement, in summary,
is the Federal Government saying that
you as a citizen of the United States
have a right to this particular benefit
if you qualify for it. It is a means-test-
ed entitlement. It is not like the farm
subsidies or cash subsidies in the farm
program. No matter how rich you are,
you are entitled to your cash subsidy
for the growth of tobacco or peanuts or
whatever.

Medicaid is a means-tested entitle-
ment. You have to profess you are
poor. You have to prove you have great
need before you can qualify for Medic-
aid. And Medicaid is as close as we
have gotten in this country to coverage
of the poorest people with some kind of
health care plan.

We are like South Africa in that we
do not have any effort going forward to
move toward universal coverage. So,
even that which exists already under
Medicaid will be taken away. And the
only hope that is being held out is in
the Senate where the great debate in
the Senate is, they will leave the enti-
tlement in place for pregnant women
and children. They will leave the enti-
tlement in place for pregnant women
and children. They can get Medicaid.
But the young black males and all the
other poor males of America, you will
not be entitled to Medicaid, no matter
how you qualify.

If you have an accident on your job,
the likelihood is that you will be in a
situation where you do not have health
care coverage because so many of the
kinds of jobs that these young black
males will have or young males enter-
ing the work force are not jobs where
you have a health plan. There is no
health plan. So young males are in
jeopardy in terms of not only accidents
on the job, which there might be some
relief in terms of workmen’s compensa-
tion, but they are in jeopardy in terms
of other kinds of illnesses.

They are certainly in jeopardy in
terms of the violence that takes place
and I have seen by visiting some hos-
pitals where they have convalescing
people who are receiving therapy, large
numbers of young men who are the vic-
tims of gun shots, gun play, and other
kinds of violence that have partially
disabled them, not only black men but
white men also. Violence often causes
young men to need a great deal of
health care, very expensive health
care, also, health care for people with
great disabilities.

So they have the guns aimed at
them. Speaker GINGRICH has said that
politics is war without blood. So I do
not hesitate to use the analogy of guns.
Politics is war without blood. While we
dillydally these few days, it is very
slow around here, not much happened
on the floor today. We had a few votes,
we had a few suspensions discussed, but
the guns are being maneuvered into po-
sition. Those guns will be aimed at the
programs that have been put in place
over the last 50 years, programs which
are compassionate and programs which
seek to help poor people, people who
qualify because they are poor and they
need help.

b 2030

We have all kinds of programs in
America which help people. We have
programs that help people that have
been victimized by earthquakes, and
they do not have to have means tests,
does not matter who it is. People have
been victimized by floods. There is no
means test necessary to get govern-
ment assistance. There are those vic-
timized by drought or by hurricanes.
There are ways to get help without
means tests. So we have a humane so-
ciety in many ways that extends help,
but we are saying for people who are in
dire need of help because their health

is a problem, ‘‘We are going to cut it
off. We are not going to have the Fed-
eral Government stand behind that. We
are going to dump it off on the States.’’
And the States have already made it
quite clear that there is a minimum
amount that they are going to offer in
terms of additional help beyond what
the Federal Government provides at
present.

The big guns are aimed at the young
men who were here yesterday. The
earned income tax credit benefits poor
families. It is a way to benefit working
families. It is a way to reward people
for working. We say we want people to
go to work, and the earned income tax
is one idea that brings to life the no-
tion that people should be rewarded for
work, but that is going to be cut, too.
The gun is aimed at the earned income
tax credit.

The guns are aimed at job training.
We understand there are a lot of people
being thrown out of work. There is a
change in the industrial situation, and
companies are changing in terms of
technology. Downsizing, streamlining
is taking place. I have talked about
this before, and the only answer to it is
in this transition period maximize the
amount of education and job training
so that people can recycle themselves,
be helped to recycle themselves, but
job training has been cut, too. Job
training has been cut by $5 billion by
this Republican-controlled Congress.
Job training programs cut, education
programs have been cut, by $4 billion.

The guns are aimed at the young per-
sons who were here yesterday, and they
did not hear anybody really focus on
how important it was for them to un-
derstand and to rise up in very con-
crete, nonviolent, political ways to de-
fend themselves.

Summer youth employment; many of
the youngest youngsters there qualify
for a summer youth employment pro-
gram which has existed since the Great
Society programs were created by Lyn-
don Johnson. Every summer minimum-
wage jobs are available for 25 to 30
hours, and youngsters who are given
those jobs and given some kind of
training and prepare for the world of
work as well as help to earn, allowed to
earn, some money to go back to school,
and I know from direct experience
many of them end up contributing to
their very poor families from the mea-
ger amounts of money they make in
the summer youth employment pro-
gram. That is zeroed out. The summer
youth employment program, it is not
just for men. It is for women, too, for
females, too. That is zeroed out. It will
exist no more as a result of legislation
passed by this Republican-controlled
House of Representatives.

The Senate, I think, have pretty
much followed suit. I do not know of
any effort to revitalize it. Title I, di-
rect education program, Federal money
flowing into the schools which have the
younger sisters and brothers of the
males who came here yesterday. Their
nephews and nieces and their children
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are in those schools. Title I is the only
Federal program that helps elementary
and secondary schools all across the
Nation, and we have cut that by $1.1
billion, which is one-seventh of the
total amount.

Those young men and their families
are targeted by the guns that are
aimed at them, and they did not realize
it. We must get to them and make
them understand that there is a state
of emergency and they must be in-
volved in the fight to reverse this state
of emergency. Their survival is at
stake.

The crime prevention programs that
were passed in the last Congress are on
the chopping block. There is no more
crime prevention of any significance in
the bills that were passed by the Re-
publican-controlled Congress. There
are more prisons in greater amounts,
and there are harsh regulations which
force prisons to focus primarily on pun-
ishment and not on rehabilitation, but
the young men who were here yester-
day were not told about these changes.

Drug treatment is out of the window.
Nothing of significance is going to hap-
pen with respect to drug treatment.
The funding is no longer there.

One in three black males now are
somewhere in the criminal justice sys-
tem, either in prison, on parole, or pro-
bation, or under some kind of court su-
pervision, one in three black males in
America. A few years ago it was one in
four. When these statistics came out,
everybody was shocked. One in four
black males in America are in the
criminal justice system somewhere.
Now it is one in three. In a few years
will it be one in two? There is nothing
to stop us from moving in that direc-
tion. But not much discussion of that
took place yesterday either. We have
to deal with the one in three right
here.

There are bills on the floor in the
next 2 weeks dealing with the prison
system directly. The Sentencing Com-
mission has recommended that we stop
the discrepancy between the sentenc-
ing for people that have crack cocaine
and those who have powdered cocaine
because large numbers of blacks, fe-
males, and males, are being imprisoned
for the possession of crack cocaine
when more expensive and larger
amounts of powdered cocaine, which
are generally the choice of richer peo-
ple, more affluent people, middle-class
people, more white people; those per-
sons are not sentenced in the same
harsh way that those who have crack
cocaine are. The Sentencing Commis-
sion has recommended a change, but
the Republican-controlled majority
does not want to allow that change to
take place. The Sentencing Commis-
sion sees it as being the only just way
to go, but that kind of justice is not ac-
cepted by the Republican majority con-
trol in this House.

The men who came yesterday are in
serious trouble. They are in jeopardy,
and they had some sense of the fact
that they are in jeopardy. But men ev-

erywhere are in trouble, and too often
they do not know it. Large numbers of
men are in trouble, large numbers of
families are in trouble, and I hate to
continue to be repetitive and quote
this article by Lester Thurow, but it is
the best summary. It drives straight to
the heart of the matter that you are
going to find anywhere. Lester
Thurow’s article that I quoted several
times in the past month is an article
which appeared September 3, in the
Sunday, New York Times just before
Labor Day, and he was talking about
the state of the working man in the
world, not just in America. That arti-
cle began with a statement that no
country without a revolution or mili-
tary defeat and subsequent occupation
has ever experienced such a sharp shift
in the distribution of earnings as
America has in the last generation. At
no other time have median wages of
men fallen for more than two decades.
Never before have a majority of Amer-
ican workers suffered real wage reduc-
tions while the per capita domestic
product was advancing.

I read it because it needs to be read
over, and over, and other again.

Now here is some parts I have not
read and emphasized before. Let me
just tell you how Lester Thurow brings
this all together and focuses on fami-
lies and focuses on males. Quote an-
other paragraph that I have not read
before although I have entered this en-
tire article into the RECORD:

Wages of white men are falling slightly
faster than those of black men, and the
young have been clobbered. Wages are down
25 percent for men 25 to 34 years of age. Me-
dian wages for women didn’t start to fall
until 1989, but are now falling for every
group except college-educated women. The
pace of decline seems to have doubled in 1994
and early 1995.

This is Lester Thurow, professor of
economics at the Massachusetts Insti-
tute of Technology, a recognized expert
in this area of manpower, the economy,
technology, et cetera. He has testified
innumerable times before Congress in
various committees. Let me just quote
two more paragraphs:

Thiry-two percent of all men between
25 and 34 years of age earn less than the
amount necessary to keep a family of
four above the poverty line. Thirty-two
percent of all men between 25 and 34
years of age earn less than the amount
necessary to keep a family of four
above the poverty line.

Now he is not talking about black
males, just black men. He is talking
about American men, 34 percent of all
American men, black and white. To
continue quoting Lester Thurow:

Using the language of capitalism in
today’s economy children have shifted
from being profit centers to being cost
centers. To support them parents have
to be willing to make large economic
sacrifices.

Now listen closely. Men have a
strong economic incentive to bail out
of family responsibility since, when
they do, their real standard of living

rises 73 percent, although that of the
family left behind falls 42 percent.

Listen carefully. I will repeat it. He
is not talking about black males or
black men only. Men have a strong eco-
nomic incentive to bail out of family
responsibility since, when they do so,
their real standard of living rises 73
percent, although that of the family
left behind falls 42 percent.

To continue Lester Thurow, I quote:
‘‘Whether it is fathering a family

without being willing to be a father,
whether it is divorce and being unwill-
ing to pay alimony or child support, or
whether it is being an immigrant from
the Third World and after a time fail-
ing to send payments to the family
back home, men all around the world
are opting out. The Japanese seems to
be the only exception,’’ quoting Lester
Thurow. Men all over the world are
opting out under the pressure of not
having enough wages to take care of
families.

Let me just repeat the last para-
graph. Whether it is fathering a family
without being willing to be a father,
whether it is divorce and being unwill-
ing to pay alimony or child support,
whether it is being an immigrant from
the Third World and after a time fail-
ing to send payment to the family back
home, men all around the world are
opting out. The Japanese seem to be
the only exception.

The men who came here yesterday
came, and it was advertised as a day of
atonement. From the very first this
march, called by Louis Farrakhan, it
was Farrakhan’s march, spoke of a day
of atonement for the sins that have
been committed against black women
and families, a day of atonement for
the sins that have been committed.
The men came to deal with taking per-
sonal responsibility, and that is very
important. That is very important. No-
body should minimize the importance
of men and women, human beings, tak-
ing personal responsibility.

The problem is that in this world
there is a government responsibility
that is also very much tied to what
happens to individuals and what hap-
pens to families, and to oversimplify,
not understand, that you must change
the way your government operates in
order to be able to take care of your
family, that it is child neglect not to
be involved in the political process, it
is child neglect and family neglect not
to exercise your responsibilities as a
citizen and try to change the policies
of your government.
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That has to be understood. Medicare
and Medicaid are not individual re-
sponsibilities, except the way they uti-
lized, and the way individuals pay
taxes into a system which helps to sup-
port Medicare and Medicaid. But you
cannot have your family taken care of
properly, with respect to health care,
by yourself, no matter how much you
reform and change your own lifestyle,
which is highly desirable in many
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cases, and I am told that the men who
came yesterday, the police have re-
marked that rarely have they seen
such an orderly group, such a purpose-
ful group, such a group that was intent
on making a good impression, so great
things will happen as a result of those
individuals who came yesterday. I ex-
pect there will be personal changes
that are very important.

However, to ignore the Medicare
emergency, ignore the Medicaid emer-
gency, to have the leaders not really
focus more on the earned income tax
credit, the job training, the summer
youth employment, the title I cuts, the
crime prevention cuts, the drug treat-
ment cuts, to not understand that the
economy is shaped by forces that are
beyond the control of individuals and
families, and to not address the fact
that Government policies at this point
are at the root of the problems being
faced by families and their inability to
cope, in many cases.

My evaluation of the Million Man
March is mixed. Many people will won-
der why I am going out in praise of the
young men who came. I agree with the
sensitivity expressed by the Daily
News editorial, that their intent was
magnificent and they came for good
reasons. The overall impression is a
good one, that made a Martin Luther
King on the conscience of America.

I am one of the people who did not
support the march. I did not endorse
the march. I did not participate.
Today, after proclaiming that it made
a good impression on the conscience of
America, I still have no apologies for
not participating. The young men who
came, came for various reasons. I
know, because I have talked to dozens
of them over and over again, over the
past 3 months. They have told me.

I would summarize by saying the
greatest percentage of them came in
order to be a part of the positive en-
ergy of so many black males gathered
in one place. They wanted to be a part
of the positive energy. They wanted to
bond with their black brothers. They
did not have a political agenda, unfor-
tunately. They also did not have an
agenda to support Minister Louis
Farrakhan in his endeavors. They were
not interested in a philosophy of isola-
tionism. They were not interested in a
separatist philosophy. They were not
interested in anti-Semitism. The great
majority of them did not have that as
an agenda.

As a member of the leadership, I
could not participate because I knew
very well the danger of supporting an
activity which is led by a minister,
Louis Farrakhan, who refuses, basi-
cally, to change his agenda. Let it be
clearly understood that I am pleas-
antly surprised and quite happy and
optimistic about the fact that there
was a moderate statement made, a
moderating statement, a conciliatory
statement made, about moving toward
unity, about sitting down with people
that the Nation of Islam has had dif-
ferences with, about sitting down with

the Jewish community. I think all of
that should be applauded. I think it is
a great step forward. Blessed are the
peacemakers. All of us should look for-
ward to wanting to move through those
kinds of hurdles and get over bigotry,
racism, and any kind of religious con-
demnation or anti-Semitism. We
should all want to do that. I applaud
that, and am happy that it happened.

We have to see, however, how it de-
velops. I did not support the Million
Man March, but I respect those leaders
who did participate. I consider myself a
follower of Martin Luther King, who
has taken a totally opposite approach
to Minister Louis Farrakhan. Martin
Luther King preached integration, not
isolation, not segregation. Martin Lu-
ther King preached love, Martin Luther
King preached moving forward in a
positive way to overcome the difficul-
ties of this society. Yet, when he died,
he was planning a poor people’s march
on Washington, so economics was also
a concern of Martin Luther King.

That agenda that he had was awe-
some. Segregation was the major prob-
lem. He had gotten around, on to eco-
nomics, and dealing with a change in
the way America does business and the
way it treats people, black people in
particular, economically, only because
he had had to go through such a rigor-
ous agenda on segregation and the vio-
lation of civil rights, so it was not be-
cause Martin Luther King did not un-
derstand the need to address basic
problems such as jobs, businesses, and
sharing in the great American econ-
omy.

I am a follower of Martin Luther
King, the way of Martin Luther King,
not a way of isolationism or hate or
bigotry. There were others who were
also followers of Martin Luther King
who chose to join the march and par-
ticipate, other leaders. I certainly
think all the young people who partici-
pated are not in one category, and
there is no question about their choice.

I think the leaders who participated,
there is a slight philosophical dif-
ference between me and them in terms
of those who are followers of Martin
Luther King and felt they had to par-
ticipate and feel that there is a danger
in following an isolationist leader, a
leader who preaches hate, segregation,
et cetera. I respect them, and I do not
consider myself as having a monopoly
on wisdom.

I went through several stages in
reaching the decision that I should not
participate in the Million Man March.
The Congressional Black Caucus con-
sidered whether it should endorse the
Million Man March. At that time I led
the opposition. I was in favor of issuing
a statement by the Caucus which said:

We welcome all marchers. We certainly
want to encourage maximum participation
in this political process. We welcome more
letter writing to Congressmen, we welcome
lobbying, we welcome more petitioning, and
above all we welcome more demonstrations
and marches.

The Caucus would issue that agenda.
For that reason we developed an 11-

point program. I offered to the caucus
an 11-point program which summarized
what is going on here in Washington
that all black people ought to be con-
cerned about, which part of this war
without blood affects them, which part
of this effort to remake America im-
pacts on black people. If you look at
the list that I drew up, the 11 points, I
think it is pretty well covered there.

I made that argument and I lost. The
overwhelming percentage of Caucus
Members voted to endorse the march.
We do not deal with the numbers and
that and so forth, but suffice it to say
an overwhelming percentage endorsed
the march, and I felt I had to respect
that decision. I certainly was not going
to go out and campaign against a deci-
sion in the Caucus when I had partici-
pated in the debate, in the process, but
I did tell people that I was not going to
participate.

When I was confronted with numer-
ous young people who wanted to par-
ticipate and other people who wanted
to participate, I listened to their argu-
ments and I came to the conclusion
that the best recommendation was, to
those people who wanted to participate
and who had reasons for participating
which had nothing to do with a day of
atonement for the sins committed
against black women and their chil-
dren or families, they wanted to go for
other reasons, of the dozens that I
talked to, at least one-quarter of them
wanted to go for religious reasons, and
they identified with the Nation of Is-
lam’s religious agenda.

Another one-quarter did have some
political agenda. They understood that
Medicare was under attack, that Med-
icaid was under attack. They under-
stood that programs which had bene-
fited the black community for years
were about to be destroyed. They want-
ed to be a part of the march in order to
protest that. At least half of them had
no agenda, politically or religious.
They wanted to bond with the million
men who came. They wanted to be a
part of the positive energy.

Given that agenda, I respected it. I
told everybody that if they go, they
should go and carry their own banner,
to say what they are in the march for,
give out their own leaflets. I even of-
fered leaflets to people which had the
Congressional Black Caucus 11-point
agenda. I came to that conclusion, and
verbally made that statement to indi-
viduals who asked me. I made the same
statement to many press people who
called.

However, it became obvious that the
march was too big, the issues were too
great, to just make verbal statements.
I prepared a draft of a written state-
ment, and was about to issue that draft
last Thursday when several new devel-
opments took place that made me re-
vise the draft. My draft, first draft,
said that I understood from talking to
young black males in my community, I
understood from talking to black
males in general, that large numbers of
people would come and large numbers
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of people who could not come to the
Million Man March yesterday wanted
to come.

I understood their sentiments, and I
hoped that with the momentum of the
occasion, I hoped that having that
many young black males who felt that
strongly about their presence being im-
portant in Washington, would make
Minister Farrakhan rise to the occa-
sion. I said in that statement that I
hoped that he would renounce all anti-
Semitism, all isolatonism and hostility
toward the idea of one world, and the
fact that the black community cannot
exist alone.

I hoped that he would abandon the
philosophy which endangers the black
community, that philosophy which
makes it appear that somehow blacks
can exist alone; no other group has at-
tempted to exist alone, but somehow
blacks can go it alone and be hostile
toward traditional allies. We do not
need allies. History hear clearly shown,
a number of studies have shown, that
minorities above all need allies. In
order for minorities to survive, they
must have allies.

Studies have shown that no matter
how good a minority may be in terms
of measuring up to the standards of the
majority, the majority will inevitably,
if the minority does not have some pro-
tection, turn on the minority. It is not
a matter of how good you are and how
you measure up to the standards that
are set by the majority, the minority is
always in danger. The Jews in Ger-
many excelled in many fields, so envy
took over and they were in danger, as
they were in the inquisition in Spain.
There were a number of occasions
where the excelling and the measuring
up to the standards of a given society
did not please the majority. They
found some other excuse.

There are blacks who think that
what you have to do is measure up to
the standards set by whites, get an edu-
cation, raise your moral standards, do
all the things that middle-class Amer-
ica says its values, and automatically
the race problem will go away, auto-
matically being a minority will no
longer be a problem. That is not what
history bears out. If you do that, you
will be an object of envy, and the same
racism will be there, because majori-
ties behave in that way toward minori-
ties, usually. Usually there is some
demagogue who comes along and takes
advantage of the fact that there is a
minority, and they can use that minor-
ity and the persecution of that minor-
ity to galvanize the majority.

Minorities are always vulnerable, for
that reason. Either you are condemned
and treated with contempt and labeled
as inferior, as the Bell Curve does, and
a number of other respectable sci-
entists and philosophers are attempt-
ing to do, and that is the excuse for the
oppression of the minority, or you are
too rich, too talented, and taking too
much of the resources, and therefore,
you must be persecuted, so minorities
are always in danger.

Only a philosophy which says we are
going to continually reach out for al-
lies, we are going to continually try to
be less of a minority, and continue to
integrate into a larger society of what
I call the caring majority. There are
people in the world of all colors that
we want to identify with, people in the
world of all religions that we want to
identify with. They label themselves.
They become a kind of caring majority
that must be joined.

I have used the word ‘‘barbarian’’
here many times, and I have had people
here recently tell, me ‘‘You are as hos-
tile and militant and uncompromising
as some of the people you criticize.’’ I
use the word ‘‘barbarian’’ and I have
defined it every time I use it. I say
there are high-technology barbarians
running the majority here. They are in
control. I have defined it, not as the
Romans defined barbarian. The Ro-
mans defined barbarian as anybody
who was not a Roman. I have not de-
fined barbarians in that way. That is a
racist definition.

I defined clearly, barbarians are peo-
ple who have no compassion. They can-
not empathize. They have no feeling
for anyone except those in their imme-
diate family or their immediate
friends, but they cannot feel or have
compassion for other people. That is a
barbarian. I have defined high-tech-
nology barbarians as people who are
very bright, people who know how to
use communications, modern commu-
nications media, people who have com-
puters and know how to use computers,
people who have gone to the best col-
leges. Those are the people who I call
the high-technology barbarians.

It has nothing to do with color. There
are black high-technology barbarians,
there are white high-technology bar-
barians, there are Jewish high-tech-
nology barbarians, there are Protes-
tant, Catholic high-technology barbar-
ians. I define people by conditions they
have control over.
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We are not born a barbarian. We can
become a barbarian as a result of our
own actions and our own attitudes or
our own philosophy. Nobody is a bar-
barian because of the color of their
skin or the religion they happen to
have adopted. They are barbarians be-
cause of their attitudes. When they are
public officials and in powerful places,
they are dangerous barbarians.

So Mr. Speaker, I want to make it
clear that my use of the term is not a
racist definition of everybody who is
not black, or everybody who is not a
Baptist, a Protestant, a Christian. I
clearly label barbarians as those who
have no compassion, those who would
sit and make policies which disenfran-
chise from health care millions of peo-
ple and not have any feeling or any
compassion in the process. Those are
barbarians.

Let me just continue, Mr. Speaker.
My first draft appealed to Minister
Farrakhan to rise above his own preju-

dices, his own past agenda of isolation-
ism, and segregationist strategies. I
said in that draft that I hoped that he
would do that. And then, 3 days before
the reports began to come out about
the charge of bloodsuckers; that Jews
were called bloodsuckers. And when an
explanation was sought, it was ex-
panded to not only Jews but Koreans
and Arabs and everybody in the black
community who takes money out of
the black community are bloodsuckers.
It looked as if there would be no oppor-
tunity to have Minister Farrakhan on
the podium rising above the occasion,
so I rewrote my draft and did not make
an appeal that would look stupid.

I want to enter the entire statement
for the record, Mr. Speaker. The state-
ment is labeled ‘‘Statement of Con-
gressman Major Owens on the October
16 Million Man March sponsored by the
Nation of Islam’’. The statement was
issued on Monday morning, October 16,
1995. It has an attachment, which is
called ‘‘The fight for the CBC and car-
ing majority agenda’’.

The 11 points that I talked about be-
fore, in which I said the Congressional
Black Caucus should put out as reasons
to march, are attached, and I want to
enter the statement in its entirety, but
let me just read from the statement in
a few areas to clarify what I have just
said.

My statement on the Million Man
March begins as follows:

In my activist bones there is something
that makes me always yearn to support a
demonstration or a march. Certainly, given
the vicious unrelenting attack on public
policies which benefit the majority of
Blacks, there is an urge to applaud any non-
violent action that makes the Gingrich hi-
tech barbarians a target. As a manifestation
of massive people empowerment a march on
Washington by the Caring Majority could be
very much in order and long overdue.

But the October 16th march is not a Caring
Majority march. Is Minister Louis
Farrakhan’s march focused on the current
outrages of the Washington Republican ma-
jority? Is the anger of this march targeted at
the pending legislation which will eradicate
the entitlement of all poor children, includ-
ing Black children, to receive Aid For Fami-
lies with Dependent Children? Are the voices
of the organizers denouncing the proposals
to eradicate the entitlement for Medicaid?
Are the idealistic youth headed for Washing-
ton being told that they should vent their
rage on those who have cut billions of dollars
from low-income housing, job training, edu-
cation and other vital programs? Unfortu-
nately in most march organizing circles the
answer to these questions is ‘‘No’’.

Despite my activist instincts I refuse to
participate in the October 16th Million Man
March because the agenda of the March is
purposefully shrouded in contradictions and
conflicting messages. As a leader and elected
member of Congress I can not endorse and
engage in an activity which has leaders who
loudly call for ecumenical and united action,
but who thrive on autocratic planning and
decision-making. I can not agree to blind and
unconditional unity with those slogans and
platforms have consistently been reckless
and divisive. I cannot support a major state-
ment by a group whose continuing isolation-
ist posture and separatist strategy pose a
long-term threat to the survival of the Afri-
can American community.
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Those who want to participate should not

be denounced or even discouraged. I have
talked to several dozen young men who are
planning to join the March. One quarter of
them clearly see the March as a religious af-
firmation experience. Approximately one
half see it as an opportunity to ‘‘bond’’ with
males and be a part of a massive generation
of ‘‘positive energy’’. One fourth state that
they are going in order to personally protest
the ‘‘political situation’’.

Given this obvious intense desire to par-
ticipate, my advice to these young men has
been: If you go carry your own banner and
give out your own leaflets to state the rea-
son you are there.

This March is a golden opportunity to send
a powerful message to America. But this
March is Minister Louis Farrakhan’s March.
His picture has been on every recruitment
poster. Farrakhan will determine who speaks
and for how long on the program in Washing-
ton. This assemblage in Washington could
have been Farrakhan’s golden opportunity.

It could have been a golden oppor-
tunity. I did not know at that time
what would happen. Fortunately, noth-
ing terrible happened in Farrakhan’s
speech, buy nothing was done to eradi-
cate some of the policies that have
been clearly set forth in the past. I am
optimistic. I am willing to wait. I hope
that the few things that were said in
the spirit of conciliation will go for-
ward.

In another part of this statement I
say that one problem that is a major
problem relates to the fact that as the
march progressed, I am quoting from
the statement, ‘‘As the march pro-
gressed,’’ and this happened at a
church in Brooklyn. The speech was
made by this gentleman. ‘‘As the
march progressed, Khalid Muhammed
continued to view the march as pri-
marily a religious march with the date
chosen to be as near the birthdate of
the Honorable Elijah Muhammed as
possible. For him this march is still
primarily ‘‘a day of atonement for the
sins of black men against black women
and their families.’’

This was taken from a newspaper ar-
ticle which quoted a speech made by
Mr. Khalid Muhammed in a church in
Brooklyn.

Leadership by an unrepentant Khalid
Muhammed emphasizing the presence of
Black men in Washington for the purpose of
‘‘atoning’’ for their sins is the one certain
way to guarantee a dangerous and harmful
message from this massive March. Speaker
Gingrich and his hi-tech barbarians will wel-
come such a ‘‘confession’’ by Black men.
This ‘‘atoning’’ validates the repeated Re-
publican attacks on the Black community.

If the sins of Black men are the problem,
then 232 years of slavery and a hundred years
of brutal oppression after slavery are not
part of the problem. If the collective sins of
Black men are the major problem, then gov-
ernment policies which have denied eco-
nomic development to the great cities and
generated long-term unemployment for
Blacks are not a significant part of the prob-
lem.

If the collective sins of Black men are the
primary problem, then there is no need to
fight the eradication of the entitlement of
public assistance for poor children. There is
no need to fight the proposals to end the en-
titlement to health care through medicaid.
If sin is the primary problem then govern-

ment policies and actions have almost no
role to play in the struggle to rebuild Afri-
can American Communities. Sin is the prov-
ince and responsibility of religions, min-
isters, churches, mosques, synagogues, tem-
ples and other similar groupings. Govern-
ment only causes confusion and division
when it mixes with religion.

Not sin, but public policies, government
laws, rules, regulations and actions must be
the primary concerns of elected officials and
other secular lenders. No one should ever un-
derestimate the role of personal morality in
human affairs. We know that individuals are
ultimately the masters of their own fates.
But it is the duty of government to facilitate
human and family positive development.
Government and public policies must always
strive to remove as many obstacles to ‘‘life,
liberty and the pursuit of happiness’’ as pos-
sible. The Nation of Islam should not over-
simplify the problems of our complex society
and allow those in power to wash their hands
and forget the problems they have created.

Instead of the Congressional Black Caucus
endorsing a primarily religious march which
had a planning process and an agenda which
the Caucus could not influence, I urged the
members of the CBC to issue its own agenda
for action and invite all interested groups to
march and fight for this Caring Majority
Agenda.

In the final analysis time, intellect and en-
ergy spent denouncing the actions of others
represent resources not being most effec-
tively used. Let us leave the Nation of Islam
to crusade with its religious focus on sin.

It is for us, the Caring Majority, to define
ourselves not merely with words but the
mass actions. From coast to coast, through-
out this nation, Manifestations of
Empowerment must be organized by the Car-
ing Majority with high visibility, and a pow-
erful focus. With representatives from both
sexes, all races and ethnic groups, all reli-
gions and creeds; in unison with all who care
about the expansion of freedom, jobs, justice,
and health care, the Caring Majority must
move beyond October 16th and seize the ini-
tiative. And, as a climactic statement to
those in Washington who want to ‘‘remake
America’’ for the convenience of an oppres-
sive elite minority, the Caring Majority
must convene its own assembly of one mil-
lion persons on the mall in Washington. We
shall overcome!

The important thing is now that al-
most a half million young black males
were engaged. I hope they stay en-
gaged. There were some positive things
that were recommended by Minister
Farrakhan. He told them to go back
and join organizations, join churches,
adopt one person in jail, register eight
voters, pledge not to commit violence
themselves against anyone, pledge not
to strike women, pledge not to dis-
honor women.

Mr. Speaker, I think those were
agendas for returning that are impor-
tant. The most important agendas,
however, have still to be supplied.
Elected officials, whether Congressmen
or city councilmen, assembly persons,
State Senators must supply that agen-
da. We must enter the battle for the
minds of our young males. They are en-
gaged, we must guarantee that they re-
main engaged in a constructive way.
We must guarantee they understand
that a state of emergency exists. It is
a political problem, and they must step
forward to deal with that problem.

The full text of the statement is as
follows:

STATEMENT OF CONGRESSMAN MAJOR R.
OWENS ON THE OCTOBER 16 MILLION MAN
MARCH SPONSORED BY THE NATION OF ISLAM

In my activist bones there is something
that makes me always yearn to support a
demonstration or a march. Certainly, given
the vicious unrelenting attack on public
policies which benefit the majority of
Blacks, there is an urge to applaud any non-
violent action that makes the Gingrich hi-
tech barbarians a target. As a manifestation
of massive people empowerment a march on
Washington by the Caring Majority could be
very much in order and long overdue.

But the October 16th march is not a Caring
Majority march. Is Minister Louis
Farrakhan’s march focused on the current
outrages of the Washington Republican ma-
jority? Is the anger of this march targeted at
the pending legislation which will eradicate
the entitlement of all poor children, includ-
ing Black children, to receive Aid For Fami-
lies with Dependent Children? Are the voices
of the organizers denouncing the proposals
to eradicate the entitlement for Medicaid?
Are the idealistic youth headed for Washing-
ton being told that they should vent their
rage on those who have cut billions of dollars
from low-income housing, job training, edu-
cation and other vital programs? Unfortu-
nately in most march organizing circles the
answer to these questions is ‘‘NO’’.

Despite my activist instincts I refuse to
participate in the October 16th Million Man
March because the agenda of the March is
purposefully shrouded in contradictions and
conflicting messages. As a leader and elected
member of Congress I can not endorse and
engage in an activity which has leaders who
loudly call for ecumenical and united action,
but who thrive on autocratic planning and
decision-making. I can not agree to blind and
unconditional unity with those whose slo-
gans and platforms have consistently been
reckless and divisive. I cannot support a
major statement by a group whose continu-
ing isolationist posture and separatist strat-
egy pose a long-term threat to the survival
of the African American community.

Those who want to participate should not
be denounced or even discouraged. I have
talked to several dozen young men who are
planning to join the March. One quarter of
them clearly see the March as a religious af-
firmation experience. Approximately one
half see it as an opportunity to ‘‘bond’’ with
males and be a part of a massive generation
of ‘‘positive energy’’. One fourth state that
they are going in order to personally protest
the ‘‘political situation’’.

Given this obvious intense desire to par-
ticipate, my advice to these young men has
been: If you go carry your own banner and
give out your own leaflets to state the rea-
son you are there.

This March is a golden opportunity to send
a powerful message to America. But this
March is Minister Louis Farrakhan’s March.
His picture has been on every recruitment
poster. Farrakhan will determine who speaks
and for how long on the program in Washing-
ton. This assemblage in Washington could
have been Farrakhan’s golden opportunity.

Minister Farrakhan could have used this
platform to truly unify Black America by
endorsing the ideals and principles which
place the African American community on
the very highest moral ground. Farrakhan
could have wiped out the past and taken a
great leap forward by following the example
of Nelson Mandela and denouncing all rac-
ism, sexism, anti-semitism and other reli-
gious bigotry, homophobia, prejudice, immi-
grant bashing and oppression of the poor.

A pledge to cleanse anti-semitism from the
Nation of Islam’s literature, videos, radio
and television scripts would have constituted
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a dramatic first step toward the rising of a
new sun of unity in the firmament of the
Black community. The doors would have
been opened wide for the full embracing of
our allies among all ethnic, religious, na-
tional and economic groups. The Nation of
Islam, in unison with the African American
Community, would have been able to assume
its rightful place as a critical part of the
greater Caring Majority.

This March offered a golden opportunity
for Minister Farrakhan. But the speeches
within the last forty eight hours have indi-
cated that he has chosen to trample on this
option for conciliation. Basic steps to estab-
lish an environment which rejects bigotry
and anti-semitism have been rejected.
Farrakhan’s speeches trumpeting the charge
of ‘‘bloodsuckers’’ has grown more shrill. At
the same time that Black college professors
are working to prepare a more detailed polit-
ical manifesto, Minister Khalid Muhammad,
one of the nation’s crudest and most notori-
ous anti-semites, has been given the pivotal
role of instructing the young Marchers.

As the march progressed, Khalid
Muhammed continued to view this March as
primarily a religious one with the date cho-
sen to be as near the birthdate of the Honor-
able Elijah Muhammed as possible. For him
the March is still primarily ‘‘a day of atone-
ment for the sins of Black men against Black
women and their families’’.

Leadership by an unrepentant Khalid
Muhammed emphasizing the presence of
Black men in Washington for the purpose of
‘‘atoning’’ for their sins is the one way to
guarantee a dangerous and harmful message
from this massive March. Speaker Gingrich
and his hi-tech barbarians will welcome such
a ‘‘confession’’ by Black men. This ‘‘aton-
ing’’ validates the repeated Republican at-
tacks on the Black community.

If the sins of Black men are the problem,
then 232 years of slavery and a hundred years
of brutal oppression after slavery are not
part of the problem. If the collective sins of
Black men are the major problem, then gov-
ernment policies which have denied eco-
nomic development in the great cities and
generated long-term unemployment for
Blacks are not a significant part of the prob-
lem.

If the collective sins of Black men are the
primary problem, then there is no need to
fight the eradication of the entitlement to
public assistance for poor children. There is
no need to fight the proposals to end the en-
titlement to health care through medicaid.
If sin is the primary problem then govern-
ment policies and actions have almost no
role to play in the struggle to rebuild Afri-
can American Communities. Sin is the prov-
ince and responsibility of religions, min-
isters, churches, mosques, synagogues, tem-
ples and other similar groupings. Govern-
ment only causes confusion and division
when it mixes with religion.

Not sin, but public policies, government
laws, rules, regulations and actions must be
the primary concerns of elected officials and
other secular leaders. No one should ever un-
derestimate the role of personal morality in
human affairs. We know that individuals are
ultimately the masters of their own fates.
But it is the duty of government to facilitate
human and family positive development.
Government and public policies must always
strive to remove as many obstacles to ‘‘life,
liberty and the pursuit of happiness’’ as pos-
sible. The Nation of Islam should not over-
simplify the problems of our complex society
and allow those in power to wash their hands
and forget the problems they have created.

Instead of the Congressional Black Caucus
endorsing a primarily religious march which
had a planning process and an agenda which
the Caucus could not influence, I urged the

members of the CBC to issue its own agenda
for action and invite all interested groups to
march and fight for this Caring Majority
Agenda. (See Attached) For the sake of our
families and our communities we must never
engage in actions that are wasteful and
counterproductive. But all Americans must
understand that these are desperate times.
The oppressive forces in control of the Con-
gress have created a political state of emer-
gency. In support of a Caring Majority Agen-
da all concerned groups must lobby, write
letters, petition, demonstrate, and march!

In the final analysis time, intellect and en-
ergy spent denouncing the actions of others
represent resources not being most effec-
tively used. Let us leave the Nation of Islam
to crusade with its religious focus on sin.

It is for us, the Caring Majority, to define
ourselves not merely with words but with
mass actions. From coast to coast, through-
out this nation, Manifestations of
Empowerment must be organized by the Car-
ing Majority with high visibility, and a pow-
erful focus. With representatives from both
sexes, all races and ethnic groups, all reli-
gions and creeds; in unison with all who care
about the expansion of freedom, jobs, justice,
and health care, the Caring Majority must
move beyond October 16th and seize the ini-
tiative. And, as a climactic statement to
those in Washington who want to ‘‘remake
America’’ for the convenience of an oppres-
sive elite minority, the Caring Majority, in
the Spring of 1996, must convene its own
‘‘Tianamen Square’’ assembly of one million
persons on the mall in Washington. We shall
overcome!
ATTACHMENT CONGRESSMAN MAJOR R. OWENS’

STATEMENT ON THE MILLION MAN MARCH

FIGHT FOR THE CBC AND CARING MAJORITY
AGENDA

In support of the Congressional Black Cau-
cus and Caring Majority Agenda we strongly
urge all concerned groups to lobby, dem-
onstrate, petition, write letters and march in
these critical days ahead when the President
will be negotiating with the Republican con-
trolled Congress to save the nation from dev-
astating budget cuts.

Fight Aggressive Racist Attacks in All
Forms: the attacks on affirmative action,
school desegregation, set asides and the vot-
ing rights act. Fight government and unoffi-
cial acts which encourage sexism, anti-semi-
tism, homophobia, immigrant persecution or
denial of basic rights to any group.

Fight for Education as a national priority.
The CBC Alternative Budget demands a 25
per cent increase in funding for education.
President Clinton is also proposing a large
increase for education. The Summer Youth
Employment Program must also be funded.
The Republicans have voted zero for next
years Summer Youth Employment Pro-
grams.

Fight to stop all cuts in Medicaid as well
as Medicare. This nation still needs a Na-
tional Health Insurance Program with uni-
versal coverage.

Fight to end the monstrous cuts in HUD
programs for low income housing. More than
seven billion dollars have already been cut.
That is already too much taken from the
poorest families in the nation and the home-
less.

Fight to support the retention of adequate
wages and pensions for the military, federal
workers and other public service workers.

Fight to increase the minimum wage, to
guarantee the right to organize unions, to
end striker replacement and to maintain safe
and healthy conditions in the workplace.

Fight to balance the nation’s tax burden
lowering taxes on families and individuals
while forcing corporations to pay their fair
share. At present corporations cover only 11

per cent of the tax burden while individuals
and families shoulder 44 per cent of the tax
load.

Fight for cuts in defense which downsize
the CIA, the overseas bases and wasteful
weapons.

Fight for an increase in foreign aid to Afri-
ca, the Caribbean, Haiti and other third
world nations to assist with vital health and
education needs.

Fight for increase in funding for youth
crime prevention programs and for a de-
crease in the billions being voted to build
prisons.

Fight and unite with the Caring Majority
for the retention of Social Security as it is
now. Stop moving the age requirement back
and stop tampering with the COLAS.

Fight for ourselves—fight for America
Mr. Speaker, I want to close with a

quote from the New York Times again.
Columnist Russell Baker, a white man,
felt very strongly about what happened
yesterday. Columnist Russell Baker
spoke his mind and I want to quote. I
am going to enter the entire article in
the RECORD, but I want to quote col-
umnist Russell Baker from the New
York Times’ October 17 issue in the
RECORD.

So it was left to Louis Farrakhan to act. It
is hard to say why without speaking realisti-
cally of the state of American politics, which
has less and less to do with anything of con-
sequence.

Surely somebody of stature, Democrat or
Republican, ought to have felt obliged to act
long ago. It is hardly a secret that one of the
country’s most dangerous problems is the in-
creasingly desperate situation of its young
black male citizens.

The portrait of a nation in trouble is
etched in the statistics on black unemploy-
ment rates, black school dropouts, rising im-
prisonment of young blacks and killings of
black youngsters by black youngsters.

When a large portion of a nation’s youth is
being thrown away, or hustled into prisons,
or lowered into graves, it takes a remarkable
capacity for indifference to say that, well,
it’s a pity, but it’s not our problem, it’s a
problem for the black community, black
churches, black neighborhood leaders.

It is hard to see how a multiracial nation
can avoid damage if its leaders refuse to deal
with its gravest problems on ground that
they are distinctively problems of race.

b 2115

I am quoting from Russell Baker’s
article in the New York Times today.

Everybody now knows about the problem
of the young black male, and nobody with
power has done anything about it. To be
sure, President Clinton has gone into the oc-
casional black church and made the correct
sounds, but where is the highpowered, bipar-
tisan, interracial Presidential commission
empowered to recommend executive and leg-
islative action?

Have the leaders of the black community
put pressure on White House and Congress to
wake up? If so, the pressure has been as that
of a feather pillow on the pyramid of Cheops.

Who are the leaders of this black commu-
nity, anyhow? Are there any, or are they just
fictional creations of the media? Maybe the
‘‘black community’’ is fictional, too. Why
shouldn’t it be? After all, there is no such
thing as a ‘‘white community,’’ no group who
can sensibly be called ‘‘white leaders.’’

Maybe it is tired old racist thinking to
keep talking about a ‘‘black community’’
complete with ‘‘black leaders.’’ Maybe it
makes more sense nowadays to drop all that
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separatist language and say, ‘‘There’s no-
body here but us Americans.’’

The Clinton administration was not the
first to do nothing about the desperate situa-
tion of the young black American. Doing
nothing about it has been the unswerving
policy of Presidents back as far as Richard
Nixon.

Not incidentally, it was Mr. Nixon’s so-
called southern strategy that rebuilt the Re-
publican party on white hostility to the
Democratic record on civil rights. Nor are
the dynamic Newt Gingrich conservatives
engaged with the problem. The Contract
With America may ask us to assume this its
blessings will lead one of these days to more
secure childhoods, better schooling, better
jobs, and a full dinner pail for young black
men. But in the meantime, the Contract
With America is explicit about the need to
cut welfare.

If a single Republican presidential can-
didate has spoken on the matter that pro-
duced the Million Man March, it has been a
pianissimo performance. Let’s not forget, ei-
ther, that some kind of action is overdue.
Some kind of action was overdue. There was
a vacuum to be filled. Politics has declined
into a game for overgrown boys and their
high-tech toys. You win by finessing reality.

So, finally it was left for Louis Farrakhan
to act. It made a lot of people so mad they
could spit. That often happens when good
people have done nothing.

End of quote by columnist Russell
Baker, a white man commenting on the
Million Man March.

The full text of the article is as fol-
lows:

[The New York Times, Oct. 17, 1995]
HE FILLED A VACUUM

(By Russell Baker)
So it was left to Louis Farrakhan to act. It

is hard to say why without speaking realisti-
cally of the state of American politics, which
has less and less to do with anything of con-
sequence.

Surely somebody of stature, Democrat or
Republican, ought to have felt obliged to act
long ago. It is hardly a secret that one of the
country’s most dangerous problems is the in-
creasingly desperate situation of its young
black male citizens.

The portrait of a nation in trouble is
etched in the statistics on black unemploy-
ment rates, black school dropouts, rising im-
prisonment of young blacks and killings of
black youngsters by black youngsters.

When a large portion of a nation’s youth is
being thrown away, or hustled into prisons,
or lowered into graves, it takes a remarkable
capacity for indifference to say that, well,
it’s a pity, but it’s not our problem, it’s a
problem for the black community, black
churches, black neighborhood leaders.

It is hard to see how a multiracial nation
can avoid damage if its leaders refuse to deal
with its gravest problems on ground that
they are distinctively problems of race.

This mistake was made by President Ei-
senhower 40 years ago and swiftly regretted,
for Eisenhower was a serious man, serious
about government’s duties. He tried to avoid
the multiracial reality of America in the Ar-
kansas school desegregation crisis by argu-
ing that race passions resided in the human
heart, which could not be changed by govern-
ment action.

When Arkansas’s white Governor Faubus
proposed to let the white human heart ex-
press itself by defying a court desegregation
order, however, Eisenhower used the Army
to preserve government by law.

Everybody now knows about the problem
of the young black male, and nobody with
power has done anything about it. To be

sure, President Clinton has gone into the oc-
casional black church and made the correct
sounds, but where is the high-powered, bipar-
tisan, interracial Presidential commission
empowered to recommend executive and leg-
islative action?

Have the leaders of the black community
put pressure on White House and Congress to
wake up? If so, the pressure has been as that
of a feather pillow on the pyramid of Cheops.

Who are the leaders of this black commu-
nity, anyhow? Are there any, or are they just
fictional creations of the media? Maybe the
‘‘black community’’ is fictional, too. Why
shouldn’t it be? After all, there is no such
thing as a ‘‘white community,’’ no group who
can sensibly be called ‘‘white leaders.’’

Maybe it is tired old racist thinking to
keep talking about a ‘‘black community’’
complete with ‘‘black leaders.’’ Maybe it
makes more sense nowadays to drop all that
separatist language and say, ‘‘There’s no-
body here but us Americans.’’

The Clinton Administration is not the first
to do nothing about the desperate situation
of the young black American. Doing nothing
about it has been the unswerving policy of
Presidents back as far as Richard Nixon. Not
incidentally, it was Mr. Nixon’s so-called
‘‘Southern strategy’’ that rebuilt the Repub-
lican Party on white hostility to the Demo-
cratic record on civil rights.

Nor are the dynamic new Gingrich conserv-
atives engaged with the problem. The Con-
tract With America may ask us to assume
that its blessings will lead, one of these days,
to more secure childhoods, better schooling,
better jobs and a full dinner pail for young
black men, but in the meantime it is explicit
about the need to cut welfare.

If a single Republican Presidential can-
didate has spoken of the matter that pro-
duced the Million Man March, it has been a
pianissimo performance.

Let’s not forget, either, the fierce and for-
bidding tetchiness of many black people,
which discourages whites from discussing
the problem. It is understandable that a poli-
tician might ignore the subject entirely
when he fears that getting involved may
earn him the epithet of‘‘racist.’’

Some kind of action was overdue. There
was a vacuum to be filled. Politics has de-
clined into a game for overgrown boys and
their high-tech toys. You win by finessing
reality. So finally it was left for Louis
Farrakhan to act. It made a lot of people so
mad they could spit. That often happens
when good people have done nothing.

f

MEDICARE AND VA HEALTH
BENEFITS

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Pennsylvania [Mr. FOX] is
recognized for 5 minutes.

Mr. FOX of Pennsylvania. Mr. Speak-
er, I want to take this opportunity to
address the House this evening to ad-
dress a couple of major issues, not the
least of which is the bill we passed
today, H.R. 2353, which I was a cospon-
sor of with the gentleman from Arkan-
sas [Mr. HUTCHINSON] to extend certain
VA health and medical care benefits.

We extended the priority care for
Persian Gulf veterans, the alcohol and
drug abuse care, nursing home care al-
ternatives, health scholarships, and we
have also included within that legisla-
tion, which received bipartisan sup-
port, almost unanimous vote of the
House, residential care for homeless

and chronically mentally ill veterans,
compensated work therapy and thera-
peutic transitional housing demonstra-
tion grants, and homeless veterans
pilot programs, along with a displaying
of the POW/MIA flag at all of our VA
medical health centers, until the Presi-
dent has confirmed to the House and
Senate that all the POW’s and MIA’s
are accounted for.

This legislation was part of our com-
mittee work and we are happy to see
that it was adopted today in the House
and now moves on to the Senate.

One of the areas in which the general
public has great interest, and espe-
cially the seniors who we are trying to
protect with Medicare, we have this
legislation coming before the House
this week. And for those in the House
who have been working on this issue
for a long time, many others may ask
why are you discussing it this year and
why are you trying to reform it?

It was only in April that the Presi-
dent’s trustees came back to the House
and Senate and said that in 7 years, if
we do nothing with Medicare, we will
actually run out of money to have a
Medicare health care system for our
seniors.

Medicare is the Nation’s primary
medical assistance program for seniors
and the disabled. It is composed of two
parts: Part A, for which an individual
automatically qualifies for at age 65. It
provides hospital, home health, and
skilled nursing facility coverage, and is
paid for by payroll taxes. Those taxes
go into the hospital trust fund which,
by law, serves as the exclusive source
of part A funding.

Part B, a voluntary system in which
individuals who qualify for part A may
choose to enroll, pays for doctor and
outpatient service as well as medical
equipment costs. It is paid for out of
the general fund of our Government
and from premiums paid by bene-
ficiaries

At this point, health care costs in the
country, Mr. Speaker, are rising about
4 percent a year. But Medicare has
been rising at the rate of 10 to 11 per-
cent a year. Anyone can say: How is
there such a disparate difference? Why
is it that health care is a 4-percent in-
crease and Medicare is going up at 10
percent?

A large part of that is the fraud,
abuse, and waste which exists in the
Medicare system, unfortunately.

Mr. Speaker, $30 billion a year goes
to pay for fraud, abuse, and waste.

Under legislation that is before the
House this week that legislation will
address for the first time the enforce-
ment, the speeding up of the prosecu-
tion of, investigation of fraud abuse
and waste that we have in the Medicare
system. It will establish through legis-
lation that I cosponsored with the gen-
tleman from Connecticut [Mr. SHAYS]
and the gentleman from New Mexico
[Mr. SCHIFF], this legislation will in
fact increase the penalties and create
for the first time the crime of Medicare
fraud.
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Mr. Speaker, that will go a long way

to making sure that our Medicare sys-
tem will become solvent and will in
fact be secure and strengthened for
many years to come.

But the other alternatives, which are
also important to discuss tonight, Mr.
Speaker, offer not only the fee for serv-
ices, as has been traditional under
Medicare, but also offer to bene-
ficiaries the choice of a managed care
option or medical savings accounts.

Under the managed care option there
could be additional services, such as
pharmaceuticals available, hearing
aids, dentures, and the like. Under
medical savings accounts, we now have
an investment of $4,800 per subscriber
in Medicare, which under the proposal
now before the House could go to $6,700
by the year 2002.

And this increase for medical savings
accounts, for the subscriber that does
not use all the funds for 1 year, they
could either keep the savings, Mr.
Speaker, or have it roll over to the
next year’s medical health care pro-
vided.

In addition to providing the option of
fee for service, managed care, and also
for the medical savings accounts, it
would allow providers to establish pro-
vider-sponsored organizations that can
offer the Medicare Plus option. That
would be for doctors or hospitals to
provide, as well as the managed care
companies, such options for our senior
constituents.

It would establish under the legisla-
tion a commission to recommend long-
term structural changes to preserve,
protect, and strengthen Medicare. It
would strengthen the Federal efforts, I
may have made it very clear, to have
the fraud addressed. I said that pre-
viously. But it would also create a new
trust fund funded from both Medicare
and the Federal Treasury to finance
teaching hospitals and graduate medi-
cal education programs.

I believe, Mr. Speaker, that while the
time is running short, I did want to say
that to do nothing with Medicare
would have us go bankrupt. So, it is
important that we Republicans and
Democrats work together this week,
the House and the Senate together
with the executive branch, to make
sure that we not only keep a strong
Medicare for this generation’s seniors,
but for seniors that follow so that we
have a strong medical system for many
years to come.

Thank you Mr. Speaker. I yield back
the balance of my time.

f

DEBATE OMITTED FROM THE
RECORD OF THURSDAY, OCTO-
BER 12, 1995, ON THE OMNIBUS
CIVILIAN SCIENCE AUTHORIZA-
TION ACT OF 1995

Mr. CRAMER. Mr. Chairman, will the
gentleman yield?

Mr. WAMP. I yield to the gentleman
from Alabama.

Mr. CRAMER. Mr. Chairman, I want
to quickly point out that, as the gen-

tleman and I both know, our areas
have been designated by the National
Research Council as likely among the
most vulnerable gap areas in the coun-
try with the modernization plan and
the recommended placement of
NEXRADS. The gentleman and I have
been so budget-conscious that we have
talked about sharing a NEXRAD, if in
fact we get that opportunity, as we
hope we will, placing it somewhere be-
tween our respective districts, so we
can in fact protect our citizens, but at
the same time save as much money as
possible. I wanted the Members to
know that is how well we worked to-
gether.

Mr. WAMP. Reclaiming my time, Mr.
Chairman, it can be in the State of
Alabama, as long as it covers Chat-
tanooga and southeast Tennessee ade-
quately. I appreciate that, and com-
mend the gentleman.

Mr. SOUDER. Mr. Chairman, I move
to strike the requisite number of
words.

Mr. Chairman, I commend the gen-
tleman from Alabama. I am a cospon-
sor of his amendment, and I want to
thank the chairman of the committee
for his willingness to hold hearings. We
appreciate his willingness to work
through problems in northeast Indiana,
as well as northwest Ohio, and the tri-
state region I represent. I also under-
stand we are moving to new radar sys-
tems, and I think those changes in
science are very important, and will
provide more protection.

However, we have gaps in that sys-
tem. While we are going through those
gaps, if we close our local weather serv-
ice, we are unprotected over the next
few years. If we do not have a whole
country covered in the radar systems,
it becomes more problematic about the
weather stations. Our constituents rely
greatly on the National Weather Serv-
ice to provide advanced warnings of
tornadoes and other severe storms.
Current law prohibits the National
Weather Service from closing weather
stations unless it can certify that the
closing will cause no degradation in
the warning service the stations pro-
vide to local residents. Without this
amendment, that protection would be
struck. A few years ago, the city of
Kendalville in my district was hit
without warning by a tornado that in-
jured 28 people, destroyed 29 buildings,
and damaged over 150 businesses and
residences. I happen to be very familiar
with that, because I was just south of
where the tornado was going, heard the
warning on the radio, and turned south
so I did not get caught in the path.

All of northeast Indiana, as well as at
least 30 other areas of this country,
now face the prospect of losing their
weather service warnings, even though
independent experts at the National
Research Council recently acknowl-
edged that they face a potential for a
degraded service. We in our area, in the
current proposals for the new radar
system, are covered by four different

systems, and it leaves us very vulner-
able in the middle of that.

I was also at a fair last summer
where a tornado went from western
Ohio and came back west, rather than
going west to east, and had there not
been a weather service in Fort Wayne,
they would have had to relay that to
Cincinnati, back to Indianapolis, back
to Fort Wayne, and this way in min-
utes they were able to get us to a shel-
ter.

I know in a very personal way 125,000
people in my districts have sent post-
cards to NOAA with concerns for this.
It is very important. There are a cou-
ple of concerns. This bill saves $15 mil-
lion, this amendment, but $35 million
additional, I understand, could be
saved. I have been working to cut the
budget on appropriations bills and will
continue to do that, but we also in this
bill, I have supported the space pro-
gram, I supported the space station, I
think the chairman of this committee
and the subcommittees have done well
in battling for science, but if we can
have $100 million for space and Russia,
we can afford to protect our own citi-
zens in this country.

It is not just a matter of children’s
lives being lost and the homes being
lost and lives; in my case, it is my wife,
my children, myself, people who I grew
up with and who are friends, and this is
far too important to lose in a transi-
tion where, overall, the program is
very effective, but some lives could be
lost by this degradation of service.

Mr. HERGER. Mr. Chairman, I move
to strike the requisite number of
words.

Mr. Chairman, I rise in strong sup-
port of the Cramer amendment. Mr.
Chairman, the modernization of the
National Weather Service’s purpose is
to consolidate weather service offices
nationwide without jeopardizing the
quality of weather service to any re-
gion. While I strongly support this
goal, weather service users, the public,
and elected officials have repeatedly
expressed deep concern that the mod-
ernization plan might actually degrade
services in some regions of the coun-
try.

In response to these concerns, Con-
gress enacted Public Law 102–567,
which stipulates that the weather serv-
ice will not close any of its stations
without first certifying that doing so
will not degrade weather service to the
affected region. Mr. Chairman, I have
grave concerns about the provisions of
this bill that repeal this mandate. No
one in this Chamber is more committed
to streamlining Government than I am.
However, we should not do so at the ex-
pense of the safety of the people in
northern California and elsewhere in
the country. Yet, that is precisely what
will happen if we do not adopt the
amendment offered by the gentleman
from Alabama.

Mr. Chairman, let me illustrate by
describing several situations in my
own district of northern California.
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Presently, the National Weather Serv-
ice plans to close its office in the city
of Redding, the largest population cen-
ter in California north of Sacramento.
This decision has been made despite
mountains of credible scientific evi-
dence, including findings by the weath-
er service meteorologists in California,
that doing so could have a potentially
devastating impact on Redding and the
communities further north. The moun-
tains to the north of Redding, includ-
ing the Interstate 5 corridor, which
provides the primary transportation
route between Oregon and California,
are subject to severe storms that have
been the source of some of the worst
flooding in California history. Last
spring, for example, floods ravaged the
10 counties in my district, leaving each
a Federal disaster area. During this
tragedy, the weather service in Red-
ding provided critical, up-to-the-
minute information to local officials,
enabling them to react almost instan-
taneously to individual emergencies.

f

SPECIAL ORDERS GRANTED

By unanimous consent, permission to
address the House, following the legis-
lative program and any special orders
heretofore entered, was granted to:

(The following Members (at the re-
quest of Mr. PALLONE) to revise and ex-
tend their remarks and include extra-
neous material:)

Mr. GIBBONS, for 5 minutes, today.
Ms. DELAURO, for 5 minutes, today.
Mr. LEVIN, for 5 minutes, today.
Mr. PALLONE, for 5 minutes, today.
Mrs. CLAYTON, for 5 minutes, today.

Mr. DURBIN, for 5 minutes, today.
Mr. BROWN of Ohio, for 5 minutes,

today.
(The following Members (at the re-

quest of Mr. HAYWORTH) to revise and
extend their remarks and include ex-
traneous material:)

Mr. JONES, for 5 minutes, today.
Mr. CUNNINGHAM, for 5 minutes,

today.
Mr. KINGSTON, for 5 minutes, today.
(The following Member (at his own

request) to revise and extend his re-
marks and include extraneous mate-
rial:)

Mr. DORNAN, for 5 minutes, today.
f

EXTENSION OF REMARKS
By unanimous consent, permission to

revise and extend remarks was granted
to:

(The following Members (at the re-
quest of Mr. PALLONE) and to include
extraneous matter:)

Mr. LANTOS.
Mrs. MALONEY in five instances.
Mr. HALL of Ohio.
Mr. GIBBONS.
Mr. RANGEL.
Mr. TOWNS.
Mrs. SCHROEDER.
Mr. PALLONE.
Mr. HASTINGS.
Mrs. THURMAN.
Mr. FILNER.
Mr. STOKES.
Mr. HAMILTON.
Mr. SCHUMER.
Ms. WOOLSEY.
Mrs. MEEK of Florida.
(The following Members (at the re-

quest of Mr. HAYWORTH) and to include
extraneous matter:)

Mrs. MORELLA in two instances.
Mr. GINGRICH.
Mr. SHADEGG.
Mrs. VUCANOVICH.
Mr. GALLEGLY.
Mr. KING.
Mr. GREENWOOD.
Mr. CLINGER.
(The following Members (at the re-

quest of Mr. FOX of Pennsylvania) and
to include extraneous matter:)

Mr. FORBES.
Mr. GILLMOR in two instances.
Mr. DOOLEY.
Mr. OWENS.
Mr. SOLOMON.
Mr. OBERSTAR.

f

SENATE BILL REFERRED

A bill of the Senate of the following
title was taken from the Speaker’s
table and, under the rule, referred as
follows:

S. 1267. An act to amend the Congressional
Award Act to revise and extend authorities
for the Congressional Award Board; to the
Committee on Economic and Educational
Opportunities.

f

ADJOURNMENT

Mr. FOX of Pennsylvania. Mr. Speak-
er, I move that the House do now ad-
journ.

The motion was agreed to; accord-
ingly (at 9 o’clock and 22 minutes
p.m.), the House adjourned until to-
morrow, Wednesday, October 18, 1995,
at 10 a.m.

h
EXPENDITURE REPORTS CONCERNING OFFICIAL FOREIGN TRAVEL

Reports concerning the foreign currencies and U.S. dollars utilized by a committee of the U.S. House of Representa-
tives during the second quarter of 1995, as well as an amendment to the consolidated Speaker’s report for the 2nd quarter
of 1995 in connection with official foreign travel, pursuant to Public Law 95–384, are as follows:

AMENDED REPORT OF EXPENDITURES FOR OFFICIAL FOREIGN TRAVEL, CONSOLIDATED SPEAKER’S REPORT, U.S. HOUSE OF REPRESENTATIVES, MR. DOUGLAS J. LAMUDE, EXPENDED
BETWEEN MAY 28 AND JUNE 2, 1995

Name of Member or employee

Date

Country

Per diem 1 Transportation Other purposes Total

Arrival Departure Foreign
currency

U.S. dollar
equivalent

or U.S.
currency 2

Foreign
currency

U.S. dollar
equivalent

or U.S.
currency 2

Foreign
currency

U.S. dollar
equivalent

or U.S.
currency 2

Foreign
currency

U.S. dollar
equivalent

or U.S.
currency 2

Douglas J. Lamude .................................................. 5/28 6/2 Nigeria .................................................. 227.01 339.00 60.98 3990.15 1.83 35.00 289.82 4364.15

Committee total ......................................... ............. ................. ............................................................... .................... 566.01 .................... 4051.13 .................... 36.83 .................... 4653.97

1 Per diem constitutes lodging and meals.
2 If foreign currency is used, enter U.S. dollar equivalent; if U.S. currency is used, enter amount expended.

DOUGLAS J. LAMUDE, Oct. 2, 1995.

REPORT OF EXPENDITURES FOR OFFICIAL FOREIGN TRAVEL, COMMITTEE ON APPROPRIATIONS, HOUSE OF REPRESENTATIVES, EXPENDED BETWEEN APRIL 1 AND JUNE 30, 1995.

Name of Member of employee

Date

Country

Per diem Transportation Other purposes Total

Arrival Departure Foreign cur-
rency

U.S. dollar
equivalent

or U.S. cur-
rency

Foreign cur-
rency

U.S. dollar
equivalent

or U.S. cur-
rency

Foreign cur-
rency

U.S. dollar
equivalent

or U.S. cur-
rency

Foreign cur-
rency

U.S. dollar
equivalent

or U.S. cur-
rency

Hon. Sonny Callahan ............................................... 4/22 4/25 Belgium ................................................ .................... 981.00 .................... (3) .................... .................... .................... 981.00
4/25 4/28 Italy ....................................................... .................... 870.00 .................... (3) .................... .................... .................... 870.00
4/28 4/30 England ................................................ .................... 592.00 .................... (3) .................... .................... .................... 592.00

Hon. Norm Dicks ...................................................... 6/8 6/12 France ................................................... .................... 1,332.00 .................... (3) .................... .................... .................... 1,332.00
Commercial airfare ......................................... ............. ................. ............................................................... .................... .................... .................... 657.35 .................... .................... .................... 657.35

Hon. Steny Hoyer ..................................................... 4/18 4/19 Italy ....................................................... .................... 235.00 .................... (3) .................... .................... .................... 235.00
Hon. Joe Knollenberg ............................................... 4/22 4/25 Belgium ................................................ .................... 981.00 .................... (3) .................... .................... .................... 981.00

4/25 4/28 Italy ....................................................... .................... 870.00 .................... (3) .................... .................... .................... 870.00
4/28 4/30 England ................................................ .................... 592.00 .................... (3) .................... .................... .................... 592.00

Hon. Jim Lightfoot ................................................... 4/22 4/25 Belgium ................................................ .................... 981.00 .................... (3) .................... .................... .................... 981.00
4/25 4/28 Italy ....................................................... .................... 870.00 .................... (3) .................... .................... .................... 870.00
4/28 4/30 England ................................................ .................... 592.00 .................... (3) .................... .................... .................... 592.00

Hon. John Myers ...................................................... 4/22 4/25 Belgium ................................................ .................... 981.00 .................... (3) .................... .................... .................... 981.00
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REPORT OF EXPENDITURES FOR OFFICIAL FOREIGN TRAVEL, COMMITTEE ON APPROPRIATIONS, HOUSE OF REPRESENTATIVES, EXPENDED BETWEEN APRIL 1 AND JUNE 30, 1995.—

Continued

Name of Member of employee

Date

Country

Per diem Transportation Other purposes Total

Arrival Departure Foreign cur-
rency

U.S. dollar
equivalent

or U.S. cur-
rency

Foreign cur-
rency

U.S. dollar
equivalent

or U.S. cur-
rency

Foreign cur-
rency

U.S. dollar
equivalent

or U.S. cur-
rency

Foreign cur-
rency

U.S. dollar
equivalent

or U.S. cur-
rency

4/25 4/28 Italy ....................................................... .................... 870.00 .................... (3) .................... .................... .................... 870.00
4/28 4/30 England ................................................ .................... 592.00 .................... (3) .................... .................... .................... 592.00

Hon. Esteban Torres ................................................ 4/19 4/20 Ireland .................................................. .................... 279.00 .................... (3) .................... .................... .................... 279.00
4/20 4/24 Italy ....................................................... .................... 1,226.00 .................... (3) .................... .................... .................... 1,226.00
4/24 4/27 Israel ..................................................... .................... 879.00 .................... (3) .................... .................... .................... 879.00
4/27 4/29 Belgium ................................................ .................... 729.00 .................... (3) .................... .................... .................... 729.00

Hon. Barbara Vucanovich ........................................ 4/22 4/25 Belgium ................................................ .................... 981.00 .................... ( 3 ) .................... .................... .................... 981.00
4/25 4/28 Italy ....................................................... .................... 870.00 .................... ( 3 ) .................... .................... .................... 870.00
4/28 4/29 England ................................................ .................... 592.00 .................... ( 3 ) .................... .................... .................... 592.00

Hon. Roger F. Wicker ............................................... 4/22 4/25 Belgium ................................................ .................... 981.00 .................... ( 3 ) .................... .................... .................... 981.00
4/25 4/28 Italy ....................................................... .................... 870.00 .................... ( 3 ) .................... .................... .................... 870.00
4/28 4/29 England ................................................ .................... 592.00 .................... ( 3 ) .................... .................... .................... 592.00

Hon. Charles Wilson ................................................ 6/10 6/14 France ................................................... .................... 1,332.00 .................... .................... .................... .................... .................... 1,332.00
Commercial air fare ....................................... ............. ................. ............................................................... .................... .................... .................... 3,354.75 .................... .................... .................... 3,354.75

Sally Chadbourne .................................................... 4/9 4/15 Chile ..................................................... .................... 472.00 .................... .................... .................... .................... .................... 472.00
Commercial air fare ....................................... ............. ................. ............................................................... .................... .................... .................... 1,934.95 .................... .................... .................... 1,934.95

Elizabeth C. Dawson ............................................... 4/22 4/25 Belgium ................................................ .................... 981.00 .................... (3) .................... .................... .................... 981.00
4/25 4/28 Italy ....................................................... .................... 870.00 .................... (3) .................... .................... .................... 870.00
4/28 4/30 England ................................................ .................... 592.00 .................... (3) .................... .................... .................... 592.00

William Inglee .......................................................... 4/22 4/25 Belgium ................................................ .................... 981.00 .................... (3) .................... .................... .................... 981.00
Commercial air fare ....................................... ............. ................. ............................................................... .................... .................... .................... 4 484.95 .................... .................... .................... 484.95

Frederick G. Mohrman ............................................. 4/22 4/25 Belgium ................................................ .................... 981.00 .................... (3) .................... .................... .................... 981.00
4/25 4/28 Italy ....................................................... .................... 870.00 .................... (3) .................... .................... .................... 870.00
4/28 4/30 England ................................................ .................... 592.00 .................... (3) .................... .................... .................... 592.00

Commmittee total ...................................... ............. ................. ............................................................... .................... 27,009.00 .................... 6432.00 .................... .................... .................... 33,441.00

1 Per diem constitutes lodging and meals.
2 If foreign currency is used, enter U.S. dollar equivalent; if U.S. currency is used, enter amount expended.
3 Military air transportation.
4 One-way.

BOB LIVINGSTON,
Chairman, Sept. 27, 1995.

REPORT OF EXPENDITURES FOR OFFICIAL FOREIGN TRAVEL, COMMITTEE ON SURVEYS AND INVESTIGATIONS STAFF, HOUSE COMMITTEE ON APPROPRIATIONS, U.S. HOUSE OF
REPRESENTATIVES, EXPENDED BETWEEN APRIL 1 AND JUNE 30, 1995.

Hame of Member of employee

Date

Country

Per diem Transportation Other purposes Total

Arrival Departure Foreign cur-
rency

U.S. dollar
equivalent

or U.S. cur-
rency

Foreign cur-
rency

U.S. dollar
equivalent

or U.S. cur-
rency

Foreign cur-
rency

U.S. dollar
equivalent

or U.S. cur-
rency

Foreign cur-
rency

U.S. dollar
equivalent

or U.S. cur-
rency

Frederick A. Bigden ................................................. 6/24 7/1 GERMANY .............................................. .................... 1,042.25 .................... 2,612.00 .................... 19.04 .................... 3,673.29
Joseph R. Fogarty .................................................... 6/24 6/28 ITALY ..................................................... .................... 725.00 .................... 4,116.15 .................... 43.36 .................... 4,884.51
Walter C. Hersman .................................................. 6/24 7/1 GERMANY .............................................. .................... 1,042.25 .................... 2,612.00 .................... 8.40 .................... 3,662.65
Terrence E. Hobbs ................................................... 4/24 4/28 ITALY ..................................................... .................... 641.00 .................... 4,116.15 .................... 101.38 .................... 4,858.53
Johannah P. O’Keeffe .............................................. 4/24 4/28 ITALY ..................................................... .................... 641.00 .................... 4,116.15 .................... 18.96 .................... 4,776.11
R.W. Vandergrift, Jr. ................................................ 4/24 4/28 ITALY ..................................................... .................... 737.50 .................... 4,116.15 .................... 216.07 .................... 5,069.72

Committee total ......................................... ............. ................. ............................................................... .................... 4,829.00 .................... 21,688.60 .................... 407.21 .................... 26,924.81

1 Per diem constitutes lodging and meals.
2 If foreign currency is used, enter U.S. dollar equivalent; if U.S. currency is used, enter amount expended.

BOB LIVINGSTON,
Chairman, Sept. 27, 1995.

EXECUTIVE COMMUNICATIONS,
ETC.

Under clause 2 of rule XXIV, execu-
tive communications were taken from
the Speaker’s table and referred as fol-
lows:

1531. A letter from the Secretary of Agri-
culture, transmitting the annual horse pro-
tection enforcement report for fiscal year
1994, pursuant to 15 U.S.C. 1830; to the Com-
mittee on Commerce.

1532. A letter from the Administrator, Gen-
eral Services Administration, transmitting a
report of a building project survey for Okla-
homa City, OK, pursuant to 40 U.S.C. 606(a);
to the Committee on Transportation and In-
frastructure.

f

REPORTS OF COMMITTEES ON
PUBLIC BILLS AND RESOLUTIONS

Under clause 2 of rule XIII, reports of
committees were delivered to the Clerk
for printing and reference to the proper
calendar, as follows:

[Submitted October 16, 1995]

Mr. ARCHER: Committee on Ways and
Means. H.R. 2425. A bill to amend title XVIII
of the Social Security Act to preserve and
reform the Medicare Program; with an
amendment (Rept. 104–276, Pt. 1). Referred to
the Committee of the Whole House on the
State of the Union.

Mr. BLILEY: Committee on Commerce.
H.R. 2425. A bill to amend title XVIII of the
Social Security Act to preserve and reform
the Medicare Program; with an amendment
(Rept. 104–276, Pt. 2). Referred to the Com-
mittee of the Whole House on the State of
the Union.

[Submitted October 17, 1995]

Mr. YOUNG of Alaska: Committee on Re-
sources. H.R. 1508. A bill to require the trans-
fer of title to the District of Columbia of cer-
tain real property in Anacostia Park to fa-
cilitate the construction of National Chil-
dren’s Island, a cultural, educational, and
family-oriented park; with an amendment
(Rept. 104–277, Pt. 1). Referred to the Com-
mittee of the Whole House on the State of
the Union.

Mr. GOODLING: Committee on Economic
and Educational Opportunities. H.R. 1114. A
bill to authorize minors who are under the

child labor provisions of the Fair Labor
Standards Act of 1938 and who are under 18
years of age to load materials into balers and
compacters that meet appropriate American
National Standards Institute design safety
standards; with an amendment (Rept. 104–
278). Referred to the Committee of the Whole
House on the State of the Union.

Ms. PRYCE: Committee on Rules. House
Resolution 237. Resolution providing for con-
sideration of the bill (H.R. 2259) to dis-
approve certain sentencing guideline amend-
ments (Rept. 104–279). Referred to the House
Calendar.

Mr. KASICH: Committee on the Budget.
H.R. 2491. A bill, the 7-year balanced budget
reconciliation act of 1995 (Rept. 104–280). Re-
ferred to the Committee of the Whole House
on the State of the Union.

f

DISCHARGE OF COMMITTEES

Under clause 5 of rule x, the follow-
ing action was taken by the Speaker:

[Submitted October 16, 1995]

H.R. 2425. The Committees on the Judici-
ary and Rules discharged from further con-
sideration.
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[Submitted October 17, 1995]

H.R. 1508. The Committee on Government
Reform and Oversight discharged from fur-
ther consideration. H.R. 1508 referred to the
Committee of the Whole House on the State
of the Union.

f

TIME LIMITATION OF REFERRED
BILL

Pursuant to clause 5 of rule X the fol-
lowing action was taken by the Speak-
er:

[Submitted October 16, 1995]
H.R. 2425. Referral to the Committees on

the Judiciary and Rules extended for a pe-
riod ending not later than October 16, 1995.

[Submitted October 17, 1995]
H.R. 1508. Referral to the Committee on

Government Reform and Oversight extended
for a period ending not later than October 17,
1995.

f

PUBLIC BILLS AND RESOLUTIONS

Under clause 5 of rule X and clause 4
of rule XXII, public bills and resolu-
tions were introduced and severally re-
ferred as follows:

By Mr. HOKE (for himself, Mr. HYDE,
Mr. LIVINGSTON, Mr. SPENCE, Mr.
DELAY, Mr. BOEHNER, Mr. COX, Mr.
STUMP, Mr. DORNAN, Mr. HUNTER, Mr.
CUNNINGHAM, Mr. ROHRABACHER, Mr.
ROYCE, Mr. BARR, Mr. BONO, Mr.
FUNDERBURK, Mr. JONES, Mr.
SHADEGG, Mr. SMITH of Texas, and
Mr. HANSEN):

H.R. 2483. A bill to require the President to
give notice of the intention of the United
States to withdraw from the Anti-Ballistic
Missile Treaty, and for other purposes; to
the Committee on International Relations,
and in addition to the Committee on Na-
tional Security, for a period to be subse-
quently determined by the Speaker, in each
case for consideration of such provisions as
fall within the jurisdiction of the committee
concerned.

By Mr. MINGE:
H.R. 2484. A bill to amend the Clean Air

Act to modify the reformulated gas program;
to the Committee on Commerce.

By Mr. ARCHER (for himself, Mr. BLI-
LEY, Mr. BILIRAKIS, Mr. THOMAS, Mr.
HYDE, Mr. GREENWOOD, Mr. HASTERT,
Mrs. JOHNSON of Connecticut, and Mr.
MCCRERY):

H.R. 2485. A bill to amend title XVIII of the
Social Security Act to preserve and reform
the Medicare Program; to the Committee on
Ways and Means, and in addition to the Com-
mittees on Commerce, the Judiciary, and
Rules, for a period to be subsequently deter-
mined by the Speaker, in each case for con-
sideration of such provisions as fall within
the jurisdiction of the committee concerned.

By Mr. PETERSON of Minnesota:
H.R. 2486. A bill to amend title XVIII of the

Social Security Act to preserve and reform
the Medicare Program; to the Committee on
Ways and Means, and in addition to the Com-
mittees on Commerce, the Judiciary, and
Rules, for a period to be subsequently deter-
mined by the Speaker, in each case for con-
sideration of such provisions as fall within
the jurisdiction of the committee concerned.

By Mr. ROSE:
H.R. 2487. A bill to amend title 5, United

States Code, to allow periods of certain serv-
ice performed as an employee under certain
Federal-State cooperative programs to be
creditable for purposes of civil service retire-
ment; to the Committee on Government Re-

form and Oversight, and in addition to the
Committees on Agriculture, and the Budget,
for a period to be subsequently determined
by the Speaker, in each case for consider-
ation of such provisions as fall within the ju-
risdiction of the committee concerned.

By Mr. SCHIFF:
H.R. 2488. A bill to amend title 18, United

States Code, to provide appropriate remedies
with respect to prison conditions; to the
Committee on the Judiciary.

By Mrs. VUCANOVICH:
H.R. 2489. A bill to amend title XVIII of the

Social Security Act to provide for coverage
under the Medicare Program of certain addi-
tional oral anticancer drugs; to the Commit-
tee on Ways and Means, and in addition to
the Committee on Commerce, for a period to
be subsequently determined by the Speaker,
in each case for consideration of such provi-
sions as fall within the jurisdiction of the
committee concerned.

By Mr. HAYWORTH (for himself, Mr.
PASTOR, and Mr. KOLBE):

H.R. 2490. A bill to provide for the transfer
of certain lands to the Salt River Pima-Mar-
icopa Indian Community and the city of
Scottsdale, AZ, and for other purposes; to
the Committee on Resources, and in addition
to the Committee on Banking and Financial
Services, for a period to be subsequently de-
termined by the Speaker, in each case for
consideration of such provisions as fall with-
in the jurisdiction of the committee con-
cerned.

By Mr. MOLLOHAN (for himself and
Mr. BARTLETT of Maryland):

H.J. Res. 113. Joint resolution granting the
consent of Congress to the compact to pro-
vide for joint natural resource management
and enforcement of laws and regulations per-
taining to natural resources and boating at
the Jennings Randolph Lake Project lying in
Garrett County, MD, and Mineral County,
WV, entered into between the States of West
Virginia and Maryland; to the Committee on
the Judiciary.

By Mr. GOODLING:
H. Con. Res. 108. Concurrent resolution to

correct technical errors in the enrollment of
the bill H.R. 1594; considered and agreed to.

f

MEMORIALS

Under clause 4 of rule XXII, memori-
als were presented and referred as fol-
lows:

165. By the SPEAKER: Memorial of the
Legislature of the State of California, rel-
ative to homebased business; to the Commit-
tee on Economic and Educational Opportuni-
ties.

166. Also, memorial of the Legislature of
the State of California, relative to Domestic
Violence Awareness Month; to the Commit-
tee on Economic and Educational Opportuni-
ties.

167. Also, memorial of the Legislature of
the State of California, relative to air pollu-
tion; to the Committee on Commerce.

168. Also, memorial of the Legislature of
the State of California, relative to the Fed-
eral Clean Air Act; to the Committee on
Commerce.

169. Also, memorial of the Legislature of
the State of California, relative to a non-
motorized facility in the Tahoe Basin; to the
Committee on Resources.

170. Also, memorial of the Legislature of
the State of California, relative to Yosemite
National Park; to the Committee on Re-
sources.

171. Also, memorial of the Legislature of
the State of California, relative to immigra-
tion; to the Committee on the Judiciary.

172. Also, memorial of the Legislature of
the State of California, relative to airline

ticket commission levels; to the Committee
on the Judiciary.

173. Also, memorial of the Legislature of
the State of California, relative to the Fed-
eral role in transportation; to the Commit-
tee on Transportation and Infrastructure.

174. Also, memorial of the Legislature of
the State of California, relative to Korean
war veterans; to the Committee on Veterans’
Affairs.

175. Also, memorial of the Legislature of
the State of California, relative to com-
memorating the 50th anniversary of Victory
Over Japan Day; to the Committee on Veter-
ans’ Affairs.

f

ADDITIONAL SPONSORS

Under clause 4 of rule XXII, sponsors
were added to public bills and resolu-
tions as follows:

H.R. 117: Mr. HOKE, Mr. WATTS of Okla-
homa, Mr. LAHOOD, Mrs. ROUKEMA, Mr.
TATE, Mr. WAMP, and Mr. LATOURETTE.

H.R. 127: Mr. DUNCAN, Mr. HUNTER, and Mr.
MCDADE.

H.R. 218: Mr. BLILEY.
H.R. 353: Miss COLLINS of Michigan.
H.R. 359: Mr. YOUNG of Alaska.
H.R. 528: Mr. FAZIO of California, Mr.

WALSH, Mr. LAHOOD, Mr. DEFAZIO, Mr. SAM
JOHNSON, Miss COLLINS of Michigan, Mr.
ZELIFF, Mr. LAFALCE, Mr. MFUME, Mr.
FIELDS of Texas, Mrs. LOWEY, and Mr. GENE
GREEN of Texas.

H.R. 682: Mr. GOODLATTE.
H.R. 705: Mr. SHADEGG.
H.R. 752: Mr. ROMERO-BARCELO.
H.R. 789: Mr. WHITE and Mr. FRANKS of

Connecticut.
H.R. 899: Mr. MARTINI.
H.R. 910: Mr. OWENS, Ms. ROYBAL-ALLARD,

and Mr. MEEHAN.
H.R. 941: Mrs. MEEK of Florida.
H.R. 997: Mr. BREWSTER, Mr. BROWN of Cali-

fornia, Mr. HAYES, Mr. SCHIFF, Mr. STOCK-
MAN, Mr. TATE, Mrs. THURMAN, and Mr.
WHITFIELD.

H.R. 1023: Mr. OWENS, Mr. JEFFERSON, Mr.
EHLERS, and Mr. MILLER of California.

H.R. 1127: Mr. ANDREWS, Mr. MCCOLLUM,
and Mr. RANGEL.

H.R. 1202: Mr. GUNDERSON, Mr. WOLF, Mr.
DAVIS, and Mr. SCHIFF.

H.R. 1278: Mr. FOGLIETTA and Mr. STARK.
H.R. 1493: Mr. FOGLIETTA.
H.R. 1499: Mr. HASTERT and Mr.

THORNBERRY.
H.R. 1500: Mr. DICKS and Mr. DURBIN.
H.R. 1589: Mr. HERGER and Mr. SENSEN-

BRENNER.
H.R. 1626: Mr. WELDON of Florida and Mr.

MICA.
H.R. 1627: Mr. SMITH of Texas and Ms.

PRYCE.
H.R. 1651: Mr. ANDREWS.
H.R. 1684: Mrs. KENNELLY, Mr. GENE GREEN

of Texas, and Mr. ORTON.
H.R. 1701: Ms. FURSE.
H.R. 1711: Mr. STOCKMAN and Mr. DAVIS.
H.R. 1713: Mr. FAZIO of California.
H.R. 1757: Mr. FOGLIETTA and Ms. SLAUGH-

TER.
H.R. 1758: Mrs. THURMAN and Mr. PALLONE.
H.R. 1796: Mr. CALVERT, Mr. INGLIS of

South Carolina, Mr. BLILEY, and Mr. HAN-
COCK.

H.R. 1803: Mr. FARR.
H.R. 1834: Mr. ARCHER, Mr. BATEMAN, Mr.

CRANE, Mr. DUNCAN, and Mr. HUNTER.
H.R. 1863: Mr. LUTHER and Mr. JOHNSTON of

Florida.
H.R. 1876: Mr. MCDERMOTT, Mr. NADLER,

Mr. WAXMAN, Mr. ENGEL, and Ms. RIVERS.
H.R. 1965: Mr. BACHUS, Mr. WATT of North

Carolina, Mr. BONIOR, Mrs. ROUKEMA, Mr.
FOLEY, Mrs. KENNELLY, and Ms. SLAUGHTER.
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H.R. 1968: Ms. MOLINARI.
H.R. 2013: Mr. HOKE.
H.R. 2024: Mr. EWING, Mr. SCHAEFER, Mr.

SENSENBRENNER, and Mr. STUPAK.
H.R. 2029: Mr. CONDIT.
H.R. 2137: Mr. WALSH and Mr. HOKE.
H.R. 2148: Mrs. KELLY, Mr. BONO, and Mr.

SMITH of Michigan.
H.R. 2178: Mr. BONIOR and Mr. MASCARA.
H.R. 2190: Mr. GORDON, Mr. LEWIS of Ken-

tucky, Mr. FOX, Mr. BEVILL, Mr. BARR, Mr.
MOORHEAD, Mr. LIPINSKI, Mr. BONILLA, Mr.
RADANOVICH, Mr. HEFLEY, Mr. LEWIS of Geor-
gia, Mrs. KELLY, Mr. BONIOR, Mr. JONES, Mr.
SAXTON, Mr. SKEEN, Mr. DORNAN, Mr. SOLO-
MON, Mr. RAHALL, Mr. HORN, and Mr. BOU-
CHER.

H.R. 2240: Mrs. MEYERS of Kansas, Ms.
SLAUGHTER, and Ms. FURSE.

H.R. 2286: Mr. HUNTER.
H.R. 2339: Mr. STENHOLM.
H.R. 2364: Mr. BARTLETT of Maryland, Mr.

FUNDERBURK, and Mr. SKEEN.
H.R. 2374: Mr. FARR and Mr. LEWIS of Geor-

gia.
H.R. 2411: Ms. MCKINNEY and Mr.

THORNBERRY.
H.R. 2429: Mr. PETERSON of Minnesota.
H.R. 2435: Mr. TALENT, Mr. ROHRABACHER,

Mr. BURTON of Indiana, Mr. MCHUGH, Mrs
SMITH of Washington, and Mr. FILNER.

H.R. 2468: Mr. ROGERS and Mr. STENHOLM.
H.J. Res. 64: Mr. SHADEGG.
H.J. Res. 70: Miss COLLINS of Michigan.
H.J. Res. 100: Mr. DIXON, Mrs. MYRICK, Mr.

RICHARDSON, and Mr. ROYCE.
H.J. Res. 109: Mr. MOORHEAD, Mr. HORN,

Mr. ROYCE, Mr. DORNAN, Mr. LIPINSKI, Mr.
CALVERT, and Mrs. CHENOWETH.

H. Con. Res. 50: Ms. ROYBAL-ALLARD.
H. Con. Res. 95: Mr. ACKERMAN, Mr.

SAXTON, Mr. BERMAN, Mr. FROST, Ms. ROY-
BAL-ALLARD, Mr. LIPINSKI, Mrs. SCHROEDER,
Mr. MARKEY, Mr. TAYLOR of North Carolina,
Mr. UNDERWOOD, Mrs. MEYERS of Kansas, Mr.
MCNULTY, and Mr. PORTER.

H.J. Res. 39: Mr. FOGLIETTA.
H.J. Res. 214: Mr. SMITH of Michigan, Mr.

HAYWORTH, Mr. BENTSEN, Mr. GANSKE, Mr.
SANFORD, Mr. STUPAK, Mr. FOX, and Mr.
CANADY.

f

DELETIONS OF SPONSORS FROM
PUBLIC BILLS AND RESOLUTIONS

Under clause 4 of rule XXII, sponsors
were deleted from public bills and reso-
lutions as follows:

H.R. 2066: Mr. MILLER of California.

f

AMENDMENTS

Under clause 6 of rule XXIII, pro-
posed amendments were submitted as
follows:

H.R. 39
OFFERED BY: MR. GOSS

AMENDMENT NO. 2: Page 29, line 3, add
‘‘and’’ after the semicolon.

Page 29, strike lines 4 through 7 (and redes-
ignate the subsequent paragraph accord-
ingly).

H.R. 39
OFFERED BY: MR. TRAFICANT

AMENDMENT NO. 3: At the end of the bill,
add the following new section:
SEC. . SENSE OF CONGRESS; REQUIREMENT RE-

GARDING NOTICE.
(a) IN GENERAL.—Title IV, as amended by

section 19, is further amended by adding at
the end the following new section:
‘‘SEC. 402. SENSE OF CONGRESS; NOTICE TO RE-

CIPIENTS OF ASSISTANCE.
‘‘(a) PURCHASE OF AMERICAN-MADE EQUIP-

MENT AND PRODUCTS.—It is the sense of the

Congress that, to the greatest extent prac-
ticable, all equipment and products pur-
chased with funds made available under this
Act should be American-made.

‘‘(b) NOTICE TO RECIPIENTS OF ASSIST-
ANCE.—In providing financial assistance
under this Act, the Secretary, to the great-
est extent practicable, shall provide to each
recipient of the assistance a notice describ-
ing the statement made in subsection (a) by
the Congress.’’.

(b) CLERICAL AMENDMENT.—The table of
contents in the first section, as amended by
section 19, is further amended by adding at
the end the following:
‘‘Sec. 402. Sense of Congress; notice to recipi-

ents of assistance.’’.
H.R. 2425

OFFERED BY: MR. ARCHER

(Amendment in the Nature of a Substitute)

AMENDMENT NO. 1: Strike all after the en-
acting clause and insert the following:
SECTION 1. PURPOSE.

The purpose of this Act is to reform the
medicare program, in order to preserve and
protect the financial stability of the pro-
gram.

TITLE XV—MEDICARE
SEC. 15000. SHORT TITLE OF TITLE; AMEND-

MENTS AND REFERENCES TO OBRA;
TABLE OF CONTENTS OF TITLE.

(a) SHORT TITLE.—This title may be cited
as the ‘‘Medicare Preservation Act of 1995’’.

(b) AMENDMENTS TO SOCIAL SECURITY
ACT.—Except as otherwise specifically pro-
vided, whenever in this title an amendment
is expressed in terms of an amendment to or
repeal of a section or other provision, the
reference shall be considered to be made to
that section or other provision of the Social
Security Act.

(c) REFERENCES TO OBRA.—In this title,
the terms ‘‘OBRA–1986’’, ‘‘OBRA–1987’’,
‘‘OBRA–1989’’, ‘‘OBRA–1990’’, and ‘‘OBRA–
1993’’ refer to the Omnibus Budget Reconcili-
ation Act of 1986 (Public Law 99–509), the
Omnibus Budget Reconciliation Act of 1987
(Public Law 100–203), the Omnibus Budget
Reconciliation Act of 1989 (Public Law 101–
239), the Omnibus Budget Reconciliation Act
of 1990 (Public Law 101–508), and the Omnibus
Budget Reconciliation Act of 1993 (Public
Law 103–66), respectively.

(d) TABLE OF CONTENTS OF TITLE.—The
table of contents of this title is as follows:

Sec. 15000. Short title of title; amendments
and references to OBRA; table
of contents of title.

Subtitle A—MedicarePlus Program
PART 1—INCREASING CHOICE UNDER THE

MEDICARE PROGRAM

Sec. 15001. Increasing choice under medi-
care.

Sec. 15002. MedicarePlus program.

‘‘PART C—PROVISIONS RELATING TO
MEDICAREPLUS

‘‘Sec. 1851. Requirements for
MedicarePlus organizations;
high deductible/medisave prod-
ucts.

‘‘Sec. 1852. Requirements relating to
benefits, provision of services,
enrollment, and premiums.

‘‘Sec. 1853. Patient protection standards.
‘‘Sec. 1854. Provider-sponsored organiza-

tions.
‘‘Sec. 1855. Payments to MedicarePlus

organizations.
‘‘Sec. 1856. Establishment of standards

for MedicarePlus organizations
and products.

‘‘Sec. 1857. MedicarePlus certification.
‘‘Sec. 1858. Contracts with MedicarePlus

organizations.

Sec. 15003. Duplication and coordination of
medicare-related products.

Sec. 15004. Transitional rules for current
medicare HMO program.

PART 2—SPECIAL RULES FOR MEDICAREPLUS
MEDICAL SAVINGS ACCOUNTS

Sec. 15011. MedicarePlus MSA’s.
Sec. 15012. Certain rebates excluded from

gross income.

PART 3—SPECIAL ANTITRUST RULE FOR
PROVIDER SERVICE NETWORKS

Sec. 15021. Application of antitrust rule of
reason to provider service net-
works.

PART 4—COMMISSIONS

Sec. 15031. Medicare Payment Review Com-
mission.

Sec. 15032. Commission on the Effect of the
Baby Boom Generation on the
Medicare Program.

Sec. 15033. Change in appointment of Admin-
istrator of HCFA.

PART 5—TREATMENT OF HOSPITALS WHICH
PARTICIPATE IN PROVIDER-SPONSORED OR-
GANIZATIONS

Sec. 15041. Treatment of hospitals which
participate in provider-spon-
sored organizations.

Subtitle B—Preventing Fraud and Abuse
PART 1—GENERAL PROVISIONS

Sec. 15101. Increasing awareness of fraud and
abuse.

Sec. 15102. Beneficiary incentive programs.
Sec. 15103. Intermediate sanctions for medi-

care health maintenance orga-
nizations.

Sec. 15104. Voluntary disclosure program.
Sec. 15105. Revisions to current sanctions.
Sec. 15106. Direct spending for anti-fraud ac-

tivities under medicare.
Sec. 15107. Permitting carriers to carry out

prior authorization for certain
items of durable medical equip-
ment.

Sec. 15108. National Health Care Anti-Fraud
Task Force.

Sec. 15109. Study of adequacy of private
quality assurance programs.

Sec. 15110. Penalty for false certification for
home health services.

Sec. 15111. Pilot projects.

PART 2—CRIMINAL LAW PROVISIONS

Sec. 15121. Offenses involving fraud, false
statement, theft, or embezzle-
ment.

Subtitle C—Regulatory Relief
PART 1—PHYSICIAN OWNERSHIP REFERRAL

REFORM

Sec. 15201. Repeal of prohibitions based on
compensation arrangements.

Sec. 15202. Revision of designated health
services subject to prohibition.

Sec. 15203. Delay in implementation until
promulgation of regulations.

Sec. 15204. Exceptions to prohibition.
Sec. 15205. Repeal of reporting requirements.
Sec. 15206. Preemption of State law.
Sec. 15207. Effective date.

PART 2—OTHER MEDICARE REGULATORY
RELIEF

Sec. 15211. Repeal of Medicare and Medicaid
Coverage Data Bank.

Sec. 15212. Clarification of level of intent re-
quired for imposition of sanc-
tions.

Sec. 15213. Additional exception to anti-
kickback penalties for managed
care arrangements.

Sec. 15214. Solicitation and publication of
modifications to existing safe
harbors and new safe harbors.

Sec. 15215. Issuance of advisory opinions
under title XI.

Sec. 15216. Prior notice of changes in billing
and claims processing require-
ments for physicians’ services.
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PART 3—PROMOTING PHYSICIAN SELF-

POLICING

Sec. 15221. Exemption from antitrust laws
for certain activities of medical
self-regulatory entities.

Subtitle D—Medical Liability Reform
PART 1—GENERAL PROVISIONS

Sec. 15301. Federal reform of health care li-
ability actions.

Sec. 15302. Definitions.
Sec. 15303. Effective date.

PART 2—UNIFORM STANDARDS FOR HEALTH
CARE LIABILITY ACTIONS

Sec. 15311. Statute of limitations.
Sec. 15312. Calculation and payment of dam-

ages.
Sec. 15313. Alternative dispute resolution.
Subtitle E—Teaching Hospitals and Graduate

Medical Education
PART 1—TEACHING HOSPITAL AND GRADUATE

MEDICAL EDUCATION TRUST FUND

Sec. 15401. Establishment of Fund; payments
to teaching hospitals.

‘‘TITLE XXII—TEACHING HOSPITAL AND
GRADUATE MEDICAL EDUCATION
TRUST FUND

‘‘PART A—ESTABLISHMENT OF FUND

‘‘Sec. 2201. Establishment of Fund.
‘‘PART B—PAYMENTS TO TEACHING HOSPITALS

‘‘Subpart 1—Requirement of Payments

‘‘Sec. 2211. Formula payments to teach-
ing hospitals.

‘‘Subpart 2—Amount Relating to Indirect
Costs of Graduate Medical Education

‘‘Sec. 2221. Determination of amount re-
lating to indirect costs.

‘‘Sec. 2222. Indirect costs; special rules
regarding determination of hospital-
specific percentage.

‘‘Sec. 2223. Indirect costs; alternative
payments regarding teaching hospitals
in certain States.

‘‘Subpart 3—Amount Relating to Direct
Costs of Graduate Medical Education

‘‘Sec. 2231. Determination of amount re-
lating to direct costs.

‘‘Sec. 2232. Direct costs; special rules re-
garding determination of hospital-spe-
cific percentage.

‘‘Sec. 2233. Direct costs; authority for
payments to consortia of providers.

‘‘Sec. 2234. Direct costs; alternative pay-
ments regarding teaching hospitals in
certain States.
‘‘Subpart 4—General Provisions

‘‘Sec. 2241. Adjustments in payment
amounts.

PART 2—AMENDMENTS TO MEDICARE PROGRAM

Sec. 15411. Transfers to Teaching Hospital
and Graduate Medical Edu-
cation Trust Fund.

Sec. 15412. Modification in payment policies
regarding graduate medical
education.

PART 3—REFORM OF FEDERAL POLICIES RE-
GARDING TEACHING HOSPITALS AND GRAD-
UATE MEDICAL EDUCATION

Sec. 15421. Establishment of advisory panel
for recommending policies.

‘‘PART C—OTHER MATTERS

‘‘Sec. 2251. Advisory Panel on Reform in
Financing of Teaching Hos-
pitals and Graduate Medical
Education.

Subtitle F—Provisions Relating to Medicare
Part A

PART 1—HOSPITALS

SUBPART A—GENERAL PROVISIONS RELATING TO
HOSPITALS

Sec. 15501. Reductions in inflation updates
for PPS hospitals.

Sec. 15502. Reductions in disproportionate
share payment adjustments.

Sec. 15503. Payments for capital-related
costs for inpatient hospital
services.

Sec. 15504. Reduction in adjustment for indi-
rect medical education.

Sec. 15505. Treatment of PPS-exempt hos-
pitals.

Sec. 15506. Reduction in payments to hos-
pitals for enrollees’ bad debts.

Sec. 15507. Permanent extension of hemo-
philia pass-through.

Sec. 15508. Conforming amendment to cer-
tification of Christian Science
providers.

SUBPART B—PROVISIONS RELATING TO RURAL
HOSPITALS

Sec. 15511. Sole community hospitals.
Sec. 15512. Clarification of treatment of EAC

and RPC hospitals.
Sec. 15513. Establishment of rural emer-

gency access care hospitals.
Sec. 15514. Classification of rural referral

centers.
Sec. 15515. Floor on area wage index.

PART 2—PAYMENTS TO SKILLED NURSING
FACILITIES

Sec. 15521. Payments for routine service
costs.

Sec. 15522. Incentives for cost effective man-
agement of covered non-routine
services.

Sec. 15523. Payments for routine service
costs.

Sec. 15524. Reductions in payment for cap-
ital-related costs.

Sec. 15525. Treatment of items and services
paid for under part B.

Sec. 15526. Certification of facilities meeting
revised nursing home reform
standards.

Sec. 15527. Medical review process.
Sec. 15528. Report by Medicare Payment Re-

view Commission.
Sec. 15529. Effective date.

PART 3—CLARIFICATION OF CREDITS TO PART
A TRUST FUND

Sec. 15531. Clarification of amount of taxes
credited to Federal Hospital In-
surance Trust Fund.

Subtitle G—Provisions Relating to Medicare
Part B

PART 1—PAYMENT REFORMS

Sec. 15601. Payments for physicians’ serv-
ices.

Sec. 15602. Elimination of formula-driven
overpayments for certain out-
patient hospital services.

Sec. 15603. Payments for durable medical
equipment.

Sec. 15604. Reduction in updates to payment
amounts for clinical diagnostic
laboratory tests.

Sec. 15605. Extension of reductions in pay-
ments for costs of hospital out-
patient services.

Sec. 15606. Freeze in payments for ambula-
tory surgical center services.

Sec. 15607. Rural emergency access care hos-
pitals.

Sec. 15608. Ensuring payment for physician
and nurse for jointly furnished
anesthesia services.

Sec. 15609. Statewide fee schedule area for
physicians’ services.

Sec. 15609A. Establishment of fee schedule
for ambulance services.

Sec. 15609B. Standards for physical therapy
services furnished by physi-
cians.

PART 2—PART B PREMIUM

Sec. 15611. Extension of part B premium.
Sec. 15612. Income-related reduction in med-

icare subsidy.

PART 3—ADMINISTRATION AND BILLING OF
LABORATORY SERVICES

Sec. 15621. Administrative simplification for
laboratory services.

Sec. 15622. Restrictions on direct billing for
laboratory services.

PART 4—QUALITY STANDARDS FOR DURABLE
MEDICAL EQUIPMENT

Sec. 15631. Recommendations for quality
standards for durable medicare
equipment.

Subtitle H—Provisions Relating to Medicare
Parts A and B

PART 1—PAYMENT FOR HOME HEALTH
SERVICES

Sec. 15701. Payment for home health serv-
ices.

Sec. 15702. Maintaining savings resulting
from temporary freeze on payment in-
creases for home health services.

Sec. 15703. Extension of waiver of pre-
sumption of lack of knowledge of ex-
clusion from coverage for home health
agencies.

Sec. 15704. Report on recommendations for
payments and certification for home
health services of Christian Science
providers.

Sec. 15705. Extension of period of home
health agency certification.

PART 2—MEDICARE SECONDARY PAYER
IMPROVEMENTS

Sec. 15711. Extension and expansion of ex-
isting requirements.

Sec. 15712. Improvements in recovery of
payments.

Sec. 15713. Prohibiting retroactive applica-
tion of policy regarding ESRD bene-
ficiaries enrolled in primary plans.

PART 3—FAILSAFE

Sec. 15721. Failsafe budget mechanism.
PART 4—ADMINISTRATIVE SIMPLIFICATION

Sec. 15731. Standards for medicare infor-
mation transactions and data ele-
ments.

PART 5—OTHER PROVISIONS RELATING TO
PARTS A AND B

Sec. 15741. Clarification of medicare cov-
erage of items and services associated
with certain medical devices approved
for investigational use.

Sec. 15742. Additional exclusion from cov-
erage.

Sec. 15743. Competitive bidding for certain
items and services.

Sec. 15744. Disclosure of criminal convic-
tions relating to provision of home
health services.

Sec. 15745. Requiring renal dialysis facili-
ties to make services available on a 24-
hour basis.
Subtitle I—Clinical Laboratories

Sec. 15801. Exemption of physician office
laboratories.

Subtitle J—Lock-Box Provisions for Medicare
Part B Savings from Growth Reductions

Sec. 15901. Establishment of Medicare
Growth Reduction Trust Fund for Part
B savings.
Subtitle A—MedicarePlus Program

PART 1—INCREASING CHOICE UNDER THE
MEDICARE PROGRAM

SEC. 15001. INCREASING CHOICE UNDER MEDI-
CARE.

(a) IN GENERAL.—Title XVIII is amended by
inserting after section 1804 the following new
section:

‘‘PROVIDING FOR CHOICE OF COVERAGE

‘‘SEC. 1805. (a) CHOICE OF COVERAGE.—
‘‘(1) IN GENERAL.—Subject to the provisions

of this section, every individual who is enti-
tled to benefits under part A and enrolled
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under part B shall elect to receive benefits
under this title through one of the following:

‘‘(A) THROUGH FEE-FOR-SERVICE SYSTEM.—
Through the provisions of parts A and B.

‘‘(B) THROUGH A MEDICAREPLUS PRODUCT.—
Through a MedicarePlus product (as defined
in paragraph (2)), which may be—

‘‘(i) a high deductible/medisave product
(and a contribution into a MedicarePlus
medical savings account (MSA)),

‘‘(ii) a product offered by a provider-spon-
sored organization,

‘‘(iii) a product offered by an organization
that is a union, Taft-Hartley plan, or asso-
ciation, or

‘‘(iv) a product providing for benefits on a
fee-for-service or other basis.

‘‘(2) MEDICAREPLUS PRODUCT DEFINED.—For
purposes this section and part C, the term
‘MedicarePlus product’ means health bene-
fits coverage offered under a policy, con-
tract, or plan by a MedicarePlus organiza-
tion (as defined in section 1851(a)) pursuant
to and in accordance with a contract under
section 1858.

‘‘(3) TERMINOLOGY RELATING TO OPTIONS.—
For purposes of this section and part C—

‘‘(A) NON-MEDICARE-PLUS OPTION.—An indi-
vidual who has made the election described
in paragraph (1)(A) is considered to have
elected the ‘Non-MedicarePlus option’.

‘‘(B) MEDICAREPLUS OPTION.—An individual
who has made the election described in para-
graph (1)(B) to obtain coverage through a
MedicarePlus product is considered to have
elected the ‘MedicarePlus option’ for that
product.

‘‘(b) SPECIAL RULES.—
‘‘(1) RESIDENCE REQUIREMENT.—Except as

the Secretary may otherwise provide, an in-
dividual is eligible to elect a MedicarePlus
product offered by a MedicarePlus organiza-
tion only if the organization in relation to
the product serves the geographic area in
which the individual resides.

‘‘(2) AFFILIATION REQUIREMENTS FOR CER-
TAIN PRODUCTS.—

‘‘(A) IN GENERAL.—Subject to subparagraph
(B), an individual is eligible to elect a
MedicarePlus product offered by a limited
enrollment MedicarePlus organization (as
defined in section 1852(c)(4)(E)) only if—

‘‘(i) the individual is eligible under section
1852(c)(4) to make such election, and

‘‘(ii) in the case of a MedicarePlus organi-
zation that is a union sponsor or a Taft-Hart-
ley sponsor (as defined in section 1852(c)(4)),
the individual elected under this section a
MedicarePlus product offered by the sponsor
during the first enrollment period in which
the individual was eligible to make such
election with respect to such sponsor.

‘‘(B) NO REELECTION AFTER DISENROLLMENT
FOR CERTAIN PRODUCTS.—An individual is not
eligible to elect a MedicarePlus product of-
fered by a MedicarePlus organization that is
a union sponsor or a Taft-Hartley sponsor if
the individual previously had elected a
MedicarePlus product offered by the organi-
zation and had subsequently discontinued to
elect such a product offered by the organiza-
tion.

‘‘(3) SPECIAL RULE FOR CERTAIN ANNU-
ITANTS.—An individual is not eligible to
elect a high deductible/medisave product if
the individual is entitled to benefits under
chapter 89 of title 5, United States Code, as
an annuitant or spouse of an annuitant.

‘‘(c) PROCESS FOR EXERCISING CHOICE.—
‘‘(1) IN GENERAL.—The Secretary shall es-

tablish a process through which elections de-
scribed in subsection (a) are made and
changed, including the form and manner in
which such elections are made and changed.
Such elections shall be made or changed only
during coverage election periods specified
under subsection (e) and shall become effec-
tive as provided in subsection (f).

‘‘(2) EXPEDITED IMPLEMENTATION.—The Sec-
retary shall establish the process of electing
coverage under this section during the tran-
sition period (as defined in subsection
(e)(1)(B)) in such an expedited manner as will
permit such an election for MedicarePlus
products in an area as soon as such products
become available in that area.

‘‘(3) COORDINATION THROUGH MEDICARE-PLUS
ORGANIZATIONS.—

‘‘(A) ENROLLMENT.—Such process shall per-
mit an individual who wishes to elect a
MedicarePlus product offered by a
MedicarePlus organization to make such
election through the filing of an appropriate
election form with the organization.

‘‘(B) DISENROLLMENT.—Such process shall
permit an individual, who has elected a
MedicarePlus product offered by a
MedicarePlus organization and who wishes
to terminate such election, to terminate
such election through the filing of an appro-
priate election form with the organization.

‘‘(4) DEFAULT.—
‘‘(A) INITIAL ELECTION.—
‘‘(i) IN GENERAL.—Subject to clause (ii), an

individual who fails to make an election dur-
ing an initial election period under sub-
section (e)(1) is deemed to have chosen the
Non-MedicarePlus option.

‘‘(ii) SEAMLESS CONTINUATION OF COV-
ERAGE.—The Secretary shall establish proce-
dures under which individuals who are en-
rolled with a MedicarePlus organization at
the time of the initial election period and
who fail to elect to receive coverage other
than through the organization are deemed to
have elected an appropriate MedicarePlus
product offered by the organization.

‘‘(B) CONTINUING PERIODS.—An individual
who has made (or deemed to have made) an
election under this section is considered to
have continued to make such election until
such time as—

‘‘(i) the individual changes the election
under this section, or

‘‘(ii) a MedicarePlus product is discon-
tinued, if the individual had elected such
product at the time of the discontinuation.

‘‘(5) AGREEMENTS WITH COMMISSIONER OF SO-
CIAL SECURITY TO PROMOTE EFFICIENT ADMIN-
ISTRATION.—In order to promote the efficient
administration of this section and the
MedicarePlus program under part C, the Sec-
retary may enter into an agreement with the
Commissioner of Social Security under
which the Commissioner performs adminis-
trative responsibilities relating to enroll-
ment and disenrollment in MedicarePlus
products under this section.

‘‘(d) PROVISION OF BENEFICIARY INFORMA-
TION TO PROMOTE INFORMED CHOICE.—

‘‘(1) IN GENERAL.—The Secretary shall pro-
vide for activities under this subsection to
disseminate broadly information to medicare
beneficiaries (and prospective medicare
beneficiaries) on the coverage options pro-
vided under this section in order to promote
an active, informed selection among such op-
tions. Such information shall be made avail-
able on such a timely basis (such as 6 months
before the date an individual would first at-
tain eligibility for medicare on the basis of
age) as to permit individuals to elect the
MedicarePlus option during the initial elec-
tion period described in subsection (e)(1).

‘‘(2) USE OF NONFEDERAL ENTITIES.—The
Secretary shall, to the maximum extent fea-
sible, enter into contracts with appropriate
non-Federal entities to carry out activities
under this subsection.

‘‘(3) SPECIFIC ACTIVITIES.—In carrying out
this subsection, the Secretary shall provide
for at least the following activities in all
areas in which MedicarePlus products are of-
fered:

‘‘(A) INFORMATION BOOKLET.—

‘‘(i) IN GENERAL.—The Secretary shall pub-
lish an information booklet and disseminate
the booklet to all individuals eligible to
elect the MedicarePlus option under this sec-
tion during coverage election periods.

‘‘(ii) INFORMATION INCLUDED.—The booklet
shall include information presented in plain
English and in a standardized format regard-
ing—

‘‘(I) the benefits (including cost-sharing)
and premiums for the various MedicarePlus
products in the areas involved;

‘‘(II) the quality of such products, includ-
ing consumer satisfaction information; and

‘‘(III) rights and responsibilities of medi-
care beneficiaries under such products.

‘‘(iii) PERIODIC UPDATING.—The booklet
shall be updated on a regular basis (not less
often than once every 12 months) to reflect
changes in the availability of MedicarePlus
products and the benefits and premiums for
such products.

‘‘(B) TOLL-FREE NUMBER.—The Secretary
shall maintain a toll-free number for inquir-
ies regarding MedicarePlus options and the
operation of part C.

‘‘(C) GENERAL INFORMATION IN MEDICARE
HANDBOOK.—The Secretary shall include in-
formation about the MedicarePlus option
provided under this section in the annual no-
tice of medicare benefits under section 1804.

‘‘(e) COVERAGE ELECTION PERIODS.—
‘‘(1) INITIAL CHOICE UPON ELIGIBILITY TO

MAKE ELECTION.—
‘‘(A) IN GENERAL.—In the case of an indi-

vidual who first becomes entitled to benefits
under part A and enrolled under part B after
the beginning of the transition period (as de-
fined in subparagraph (B)), the individual
shall make the election under this section
during a period (of a duration and beginning
at a time specified by the Secretary) at the
first time the individual both is entitled to
benefits under part A and enrolled under
part B. Such period shall be specified in a
manner so that, in the case of an individual
who elects a MedicarePlus product during
the period, coverage under the product be-
comes effective as of the first date on which
the individual may receive such coverage.

‘‘(B) TRANSITION PERIOD DEFINED.—In this
subsection, the term ‘transition period’
means, with respect to an individual in an
area, the period beginning on the first day of
the first month in which a MedicarePlus
product is first made available to individuals
in the area and ending with the month pre-
ceding the beginning of the first annual, co-
ordinated election period under paragraph
(3).

‘‘(2) DURING TRANSITION PERIOD.—Subject
to paragraph (6)—

‘‘(A) CONTINUOUS OPEN ENROLLMENT INTO A
MEDICARE-PLUS OPTION.—During the transi-
tion period, an individual who is eligible to
make an election under this section and who
has elected the non-MedicarePlus option
may change such election to a MedicarePlus
option at any time.

‘‘(B) OPEN DISENROLLMENT BEFORE END OF
TRANSITION PERIOD.—

‘‘(i) IN GENERAL.—During the transition pe-
riod, an individual who has elected a
MedicarePlus option for a MedicarePlus
product may change such election to another
MedicarePlus product or to the non-
MedicarePlus option.

‘‘(ii) SPECIAL RULE.—During the transition
period, an individual who has elected a high
deductible/medisave product may not change
such election to a MedicarePlus product that
is not a high deductible/medisave product
unless the individual has had such election
in effect for 12 months.

‘‘(3) ANNUAL, COORDINATED ELECTION PE-
RIOD.—

‘‘(A) IN GENERAL.—Subject to paragraph
(5), each individual who is eligible to make
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an election under this section may change
such election during annual, coordinated
election periods.

‘‘(B) ANNUAL, COORDINATED ELECTION PE-
RIOD.—For purposes of this section, the term
‘annual, coordinated election period’ means,
with respect to a calendar year (beginning
with 1998), the month of October before such
year.

‘‘(C) MEDICAREPLUS HEALTH FAIR DURING
OCTOBER, 1996.—In the month of October, 1996,
the Secretary shall provide for a nationally
coordinated educational and publicity cam-
paign to inform individuals, who are eligible
to elect MedicarePlus products, about such
products and the election process provided
under this section (including the annual, co-
ordinated election periods that occur in sub-
sequent years).

‘‘(4) SPECIAL 90-DAY DISENROLLMENT OP-
TION.—

‘‘(A) IN GENERAL.—In the case of the first
time an individual elects a MedicarePlus op-
tion (other than a high deductible/medisave
product) under this section, the individual
may discontinue such election through the
filing of an appropriate notice during the 90-
day period beginning on the first day on
which the individual’s coverage under the
MedicarePlus product under such option be-
comes effective.

‘‘(B) EFFECT OF DISCONTINUATION OF ELEC-
TION.—An individual who discontinues an
election under this paragraph shall be
deemed at the time of such discontinuation
to have elected the Non-MedicarePlus op-
tion.

‘‘(5) SPECIAL ELECTION PERIODS.—An indi-
vidual may discontinue an election of a
MedicarePlus product offered by a
MedicarePlus organization other than during
an annual, coordinated election period and
make a new election under this section if—

‘‘(A) the organization’s or product’s certifi-
cation under part C has been terminated or
the organization has terminated or other-
wise discontinued providing the product;

‘‘(B) in the case of an individual who has
elected a MedicarePlus product offered by a
MedicarePlus organization, the individual is
no longer eligible to elect the product be-
cause of a change in the individual’s place of
residence or other change in circumstances
(specified by the Secretary, but not includ-
ing termination of membership in a qualified
association in the case of a product offered
by a qualified association or termination of
the individual’s enrollment on the basis de-
scribed in clause (i) or (ii) section
1852(c)(3)(B));

‘‘(C) the individual demonstrates (in ac-
cordance with guidelines established by the
Secretary) that—

‘‘(i) the organization offering the product
substantially violated a material provision
of the organization’s contract under part C
in relation to the individual and the product;
or

‘‘(ii) the organization (or an agent or other
entity acting on the organization’s behalf)
materially misrepresented the product’s pro-
visions in marketing the product to the indi-
vidual; or

‘‘(D) the individual meets such other condi-
tions as the Secretary may provide.

‘‘(6) SPECIAL RULE FOR HIGH DEDUCTIBLE/
MEDISAVE PRODUCTS.—Notwithstanding the
previous provisions of this subsection, an in-
dividual may elect a high deductible/
medisave product only during an annual, co-
ordinated election period described in para-
graph (3)(B) or during the month of October,
1996.

‘‘(f) EFFECTIVENESS OF ELECTIONS.—
‘‘(1) DURING INITIAL COVERAGE ELECTION PE-

RIOD.—An election of coverage made during
the initial coverage election period under
subsection (e)(1)(A) shall take effect upon

the date the individual becomes entitled to
benefits under part A and enrolled under
part B, except as the Secretary may provide
(consistent with section 1838) in order to pre-
vent retroactive coverage.

‘‘(2) DURING TRANSITION; 90-DAY
DISENROLLMENT OPTION.—An election of cov-
erage made under subsection (e)(2) and an
election to discontinue a MedicarePlus op-
tion under subsection (e)(4) at any time shall
take effect with the first calendar month fol-
lowing the date on which the election is
made.

‘‘(3) ANNUAL, COORDINATED ELECTION PERIOD
AND MEDISAVE ELECTION.—An election of cov-
erage made during an annual, coordinated
election period (as defined in subsection
(e)(3)(B)) in a year or for a high deductible/
medisave product shall take effect as of the
first day of the following year.

‘‘(4) OTHER PERIODS.—An election of cov-
erage made during any other period under
subsection (e)(5) shall take effect in such
manner as the Secretary provides in a man-
ner consistent (to the extent practicable)
with protecting continuity of health benefit
coverage.

‘‘(g) EFFECT OF ELECTION OF MEDICAREPLUS
OPTION.—Subject to the provisions of section
1855(f), payments under a contract with a
MedicarePlus organization under section
1858(a) with respect to an individual electing
a MedicarePlus product offered by the orga-
nization shall be instead of the amounts
which (in the absence of the contract) would
otherwise be payable under parts A and B for
items and services furnished to the individ-
ual.

‘‘(h) ADMINISTRATION.—
‘‘(1) IN GENERAL.—This part and sections

1805 and 1876 shall be administered through
an operating division (A) that is established
or identified by the Secretary in the Depart-
ment of Health and Human Services, (B) that
is separate from the Health Care Financing
Administration, and (C) the primary func-
tion of which is the administration of this
part and such sections. The director of such
division shall be of equal pay and rank to
that of the individual responsible for overall
administration of parts A and B.

‘‘(2) TRANSFER AUTHORITY.—The Secretary
shall transfer such personnel, administrative
support systems, assets, records, funds, and
other resources in the Health Care Financing
Administration to the operating division re-
ferred to in paragraph (1) as are used in the
administration of section 1876 and as may be
required to implement the provisions re-
ferred to in such paragraph promptly and ef-
ficiently.’’.
SEC. 15002. MEDICAREPLUS PROGRAM.

(a) IN GENERAL.—Title XVIII is amended by
redesignating part C as part D and by insert-
ing after part B the following new part:

‘‘PART C—PROVISIONS RELATING TO
MEDICAREPLUS

‘‘REQUIREMENTS FOR MEDICAREPLUS ORGANIZATIONS; HIGH DEDUCTIBLE/MEDISAVE PRODUCTS
∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑ £∑∑∑∑∑∑∑∑∑Ωh ∑∑∑∑æ∑∑∑∞∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑∑§¶x∑—ContinuedH 10150

‘‘SEC. 1851. (a) MEDICAREPLUS ORGANIZA-
TION DEFINED.—In this part, subject to the
succeeding provisions of this section, the
term ‘MedicarePlus organization’ means a
public or private entity that is certified
under section 1857 as meeting the require-
ments and standards of this part for such an
organization.

‘‘(b) ORGANIZED AND LICENSED UNDER STATE
LAW.—

‘‘(1) IN GENERAL.—A MedicarePlus organi-
zation shall be organized and licensed under
State law to offer health insurance or health
benefits coverage in each State in which it
offers a MedicarePlus product.

‘‘(2) EXCEPTION FOR UNION AND TAFT-HART-
LEY SPONSORS.—Paragraph (1) shall not apply
to an MedicarePlus organization that is a

union sponsor or a Taft-Hartley sponsor (as
defined in section 1852(c)(4)).

‘‘(3) EXCEPTION FOR PROVIDER-SPONSORED
ORGANIZATIONS.—Paragraph (1) shall not
apply to a MedicarePlus organization that is
a provider-sponsored organization (as defined
in section 1854(a)) except to the extent pro-
vided under section 1857(c).

‘‘(4) EXCEPTION FOR QUALIFIED ASSOCIA-
TIONS.—Paragraph (1) shall not apply to a
MedicarePlus organization that is a qualified
association (as defined in section
1852(c)(4)(C)).

‘‘(c) PREPAID PAYMENT.—A MedicarePlus
organization shall be compensated (except
for deductibles, coinsurance, and
copayments) for the provision of health care
services to enrolled members by a payment
which is paid on a periodic basis without re-
gard to the date the health care services are
provided and which is fixed without regard
to the frequency, extent, or kind of health
care service actually provided to a member.

‘‘(d) ASSUMPTION OF FULL FINANCIAL
RISK.—The MedicarePlus organization shall
assume full financial risk on a prospective
basis for the provision of the health care
services (other than hospice care) for which
benefits are required to be provided under
section 1852(a)(1), except that the organiza-
tion—

‘‘(1) may obtain insurance or make other
arrangements for the cost of providing to
any enrolled member such services the ag-
gregate value of which exceeds $5,000 in any
year,

‘‘(2) may obtain insurance or make other
arrangements for the cost of such services
provided to its enrolled members other than
through the organization because medical
necessity required their provision before
they could be secured through the organiza-
tion,

‘‘(3) may obtain insurance or make other
arrangements for not more than 90 percent
of the amount by which its costs for any of
its fiscal years exceed 115 percent of its in-
come for such fiscal year, and

‘‘(4) may make arrangements with physi-
cians or other health professionals, health
care institutions, or any combination of such
individuals or institutions to assume all or
part of the financial risk on a prospective
basis for the provision of basic health serv-
ices by the physicians or other health profes-
sionals or through the institutions.
In the case of a MedicarePlus organization
that is a union sponsor (as defined in section
1852(c)(4)(A)), Taft-Hartley sponsor (as de-
fined in section 1852(c)(4)(B)), a qualified as-
sociation (as defined in section 1852(c)(4)(C)),
this subsection shall not apply with respect
to MedicarePlus products offered by such or-
ganization and issued by an organization to
which subsection (b)(1) applies or by a pro-
vider-sponsored organization (as defined in
section 1854(a)).

‘‘(e) PROVISION AGAINST RISK OF INSOL-
VENCY.—

‘‘(1) IN GENERAL.—Each MedicarePlus orga-
nization shall meet standards under section
1856 relating to the financial solvency and
capital adequacy of the organization. Such
standards shall take into account the nature
and type of MedicarePlus products offered by
the organization.

‘‘(2) TREATMENT OF UNION AND TAFT-HART-
LEY SPONSORS.—An entity that is a union
sponsor or a Taft-Hartley sponsor is deemed
to meet the requirement of paragraph (1).

‘‘(3) TREATMENT OF CERTAIN QUALIFIED AS-
SOCIATIONS.—An entity that is a qualified as-
sociation is deemed to meet the requirement
of paragraph (1) with respect to
MedicarePlus products offered by such asso-
ciation and issued by an organization to
which subsection (b)(1) applies or by a pro-
vider-sponsored organization.
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‘‘(f) HIGH DEDUCTIBLE/MEDISAVE PRODUCT

DEFINED.—
‘‘(1) IN GENERAL.—In this part, the term

‘high deductible/medisave product’ means a
MedicarePlus product that—

‘‘(A) provides reimbursement for at least
the items and services described in section
1852(a)(1) in a year but only after the en-
rollee incurs countable expenses (as specified
under the product) equal to the amount of a
deductible (described in paragraph (2));

‘‘(B) counts as such expenses (for purposes
of such deductible) at least all amounts that
would have been payable under parts A and
B or by the enrollee if the enrollee had elect-
ed to receive benefits through the provisions
of such parts; and

‘‘(C) provides, after such deductible is met
for a year and for all subsequent expenses for
benefits referred to in subparagraph (A) in
the year, for a level of reimbursement that is
not less than—

‘‘(i) 100 percent of such expenses, or
‘‘(ii) 100 percent of the amounts that would

have been paid (without regard to any
deductibles or coinsurance) under parts A
and B with respect to such expenses,

whichever is less. Such term does not include
the MedicarePlus MSA itself or any con-
tribution into such account.

‘‘(2) DEDUCTIBLE.—The amount of deduct-
ible under a high deductible/medisave prod-
uct—

‘‘(A) for contract year 1997 shall be not
more than $10,000; and

‘‘(B) for a subsequent contract year shall
be not more than the maximum amount of
such deductible for the previous contract
year under this paragraph increased by the
national average per capita growth rate
under section 1855(c)(3) for the year.

If the amount of the deductible under sub-
paragraph (B) is not a multiple of $50, the
amount shall be rounded to the nearest mul-
tiple of $50.

‘‘(g) ORGANIZATIONS TREATED AS
MEDICAREPLUS ORGANIZATIONS DURING TRAN-
SITION.—Any of the following organizations
shall be considered to qualify as a
MedicarePlus organization for contract
years beginning before January 1, 1998:

‘‘(1) HEALTH MAINTENANCE ORGANIZA-
TIONS.—An organization that is organized
under the laws of any State and that is a
qualified health maintenance organization
(as defined in section 1310(d) of the Public
Health Service Act), an organization recog-
nized under State law as a health mainte-
nance organization, or a similar organization
regulated under State law for solvency in the
same manner and to the same extent as such
a health maintenance organization.

‘‘(2) LICENSED INSURERS.—An organization
that is organized under the laws of any State
and—

‘‘(A) is licensed by a State agency as an in-
surer for the offering of health benefit cov-
erage, or

‘‘(B) is licensed by a State agency as a
service benefit plan,
but only for individuals residing in an area
in which the organization is licensed to offer
health insurance coverage.

‘‘(3) CURRENT RISK-CONTRACTORS.—An orga-
nization that is an eligible organization (as
defined in section 1876(b)) and that has a
risk-sharing contract in effect under section
1876 as of the date of the enactment of this
section.

‘‘(h) MEDIGRANT DEMONSTRATION
PROJECTS.—The Secretary shall provide, in
at least 10 States, for demonstration projects
which would permit MediGrant programs
under title XXI to be treated as
MedicarePlus organizations under this part
for individuals who are qualified to elect the
MedicarePlus option and who eligible to re-

ceive medical assistance under the
MediGrant program, for the purpose of dem-
onstrating the delivery of primary, acute,
and long-term care through an integrated de-
livery network which emphasizes
noninstitutional care.
‘‘REQUIREMENTS RELATING TO BENEFITS, PRO-

VISION OF SERVICES, ENROLLMENT, AND PRE-
MIUMS

‘‘SEC. 1852. (a) BENEFITS COVERED.—
‘‘(1) IN GENERAL.—Except as provided in

section 1851(f)(1) with respect to high deduct-
ible/medisave products, each MedicarePlus
product offered under this part shall provide
benefits for at least the items and services
for which benefits are available under parts
A and B consistent with the standards for
coverage of such items and services applica-
ble under this title.

‘‘(2) ORGANIZATION AS SECONDARY PAYER.—
Notwithstanding any other provision of law,
a MedicarePlus organization may (in the
case of the provision of items and services to
an individual under this part under cir-
cumstances in which payment under this
title is made secondary pursuant to section
1862(b)(2)) charge or authorize the provider of
such services to charge, in accordance with
the charges allowed under such law or pol-
icy—

‘‘(A) the insurance carrier, employer, or
other entity which under such law, plan, or
policy is to pay for the provision of such
services, or

‘‘(B) such individual to the extent that the
individual has been paid under such law,
plan, or policy for such services.

‘‘(3) SATISFACTION OF REQUIREMENT.—A
MedicarePlus product (other than a high de-
ductible/medisave product) offered by a
MedicarePlus organization satisfies para-
graph (1) with respect to benefits for items
and services if the following requirements
are met:

‘‘(A) FEE FOR SERVICE PROVIDERS.—In the
case of benefits furnished through a provider
that does not have a contract with the orga-
nization, the product provides for at least
the dollar amount of payment for such items
and services as would otherwise be provided
under parts A and B.

‘‘(B) PARTICIPATING PROVIDERS.—In the
case of benefits furnished through a provider
that has such a contract, the individual’s li-
ability for payment for such items and serv-
ices does not exceed (after taking into ac-
count any deductible, which does not exceed
any deductible under parts A and B) the less-
er of the following:

‘‘(i) NON-MEDICAREPLUS LIABILITY.—The
amount of the liability that the individual
would have had (based on the provider being
a participating provider) if the individual
had elected the non-MedicarePlus option.

‘‘(ii) MEDICARE COINSURANCE APPLIED TO
PRODUCT PAYMENT RATES.—The applicable co-
insurance or copayment rate (that would
have applied under the non-MedicarePlus op-
tion) of the payment rate provided under the
contract.

‘‘(b) ANTIDISCRIMINATION.—A MedicarePlus
organization may not deny, limit, or condi-
tion the coverage or provision of benefits
under this part based on the health status,
claims experience, receipt of health care,
medical history, or lack of evidence of insur-
ability, of an individual.

‘‘(c) GUARANTEED ISSUE AND RENEWAL.—
‘‘(1) IN GENERAL.—Except as provided in

this subsection, a MedicarePlus organization
shall provide that at any time during which
elections are accepted under section 1805
with respect to a MedicarePlus product of-
fered by the organization, the organization
will accept without restrictions individuals
who are eligible to make such election.

‘‘(2) PRIORITY.—If the Secretary determines
that a MedicarePlus organization, in rela-

tion to a MedicarePlus product it offers, has
a capacity limit and the number of eligible
individuals who elect the product under sec-
tion 1805 exceeds the capacity limit, the or-
ganization may limit the election of individ-
uals of the product under such section but
only if priority in election is provided—

‘‘(A) first to such individuals as have elect-
ed the product at the time of the determina-
tion, and

‘‘(B) then to other such individuals in such
a manner that does not discriminate among
the individuals (who seek to elect the prod-
uct) on a basis described in subsection (b).

‘‘(3) LIMITATION ON TERMINATION OF ELEC-
TION.—

‘‘(A) IN GENERAL.—Subject to subparagraph
(B), a MedicarePlus organization may not for
any reason terminate the election of any in-
dividual under section 1805 for a
MedicarePlus product it offers.

‘‘(B) BASIS FOR TERMINATION OF ELECTION.—
A MedicarePlus organization may terminate
an individual’s election under section 1805
with respect to a MedicarePlus product it of-
fers if—

‘‘(i) any premiums required with respect to
such product are not paid on a timely basis
(consistent with standards under section 1856
that provide for a grace period for late pay-
ment of premiums),

‘‘(ii) the individual has engaged in disrup-
tive behavior (as specified in such stand-
ards), or

‘‘(iii) the product is terminated with re-
spect to all individuals under this part.
Any individual whose election is so termi-
nated is deemed to have elected the Non-
MedicarePlus option (as defined in section
1805(a)(3)(A)).

‘‘(C) ORGANIZATION OBLIGATION WITH RE-
SPECT TO ELECTION FORMS.—Pursuant to a
contract under section 1858, each
MedicarePlus organization receiving an elec-
tion form under section 1805(c)(2) shall trans-
mit to the Secretary (at such time and in
such manner as the Secretary may specify) a
copy of such form or such other information
respecting the election as the Secretary may
specify.

‘‘(4) SPECIAL RULES FOR LIMITED ENROLL-
MENT MEDICAREPLUS ORGANIZATIONS.—

‘‘(A) UNIONS.—
‘‘(i) IN GENERAL.—Subject to subparagraph

(D), a union sponsor (as defined in clause (ii))
shall limit eligibility of enrollees under this
part for MedicarePlus products it offers to
individuals who are members of the sponsor
and affiliated with the sponsor through an
employment relationship with any employer
or are the spouses of such members.

‘‘(ii) UNION SPONSOR.—In this part and sec-
tion 1805, the term ‘union sponsor’ means an
employee organization in relation to a group
health plan that is established or maintained
by the organization other than pursuant to a
collective bargaining agreement.

‘‘(B) TAFT-HARTLEY SPONSORS.—
‘‘(i) IN GENERAL.—Subject to subparagraph

(D), a MedicarePlus organization that is a
Taft-Hartley sponsor (as defined in clause
(ii)) shall limit eligibility of enrollees under
this part for MedicarePlus products it offers
to individuals who are entitled to obtain
benefits through such products under the
terms of an applicable collective bargaining
agreement.

‘‘(ii) TAFT-HARTLEY SPONSOR.—In this part
and section 1805, the term ‘Taft-Hartley
sponsor’ means, in relation to a group health
plan that is established or maintained by
two or more employers or jointly by one or
more employers and one or more employee
organizations, the association, committee,
joint board of trustees, or other similar
group of representatives of parties who es-
tablish or maintain the plan.

‘‘(C) QUALIFIED ASSOCIATIONS.—
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‘‘(i) IN GENERAL.—Subject to subparagraph

(D), a MedicarePlus organization that is a
qualified association (as defined in clause
(iii)) shall limit eligibility of individuals
under this part for products it offers to indi-
viduals who are members of the association
(or who are spouses of such individuals).

‘‘(ii) LIMITATION ON TERMINATION OF COV-
ERAGE.—Such a qualifying association offer-
ing a MedicarePlus product to an individual
may not terminate coverage of the individ-
ual on the basis that the individual is no
longer a member of the association except
pursuant to a change of election during an
open election period occurring on or after
the date of the termination of membership.

‘‘(iii) QUALIFIED ASSOCIATION.—In this part
and section 1805, the term ‘qualified associa-
tion’ means an association, religious frater-
nal organization, or other organization
(which may be a trade, industry, or profes-
sional association, a chamber of commerce,
or a public entity association) that the Sec-
retary finds—

‘‘(I) has been formed for purposes other
than the sale of any health insurance and
does not restrict membership based on the
health status, claims experience, receipt of
health care, medical history, or lack of evi-
dence of insurability, of an individual,

‘‘(II) does not exist solely or principally for
the purpose of selling insurance, and

‘‘(III) has at least 1,000 individual members
or 200 employer members.
Such term includes a subsidiary or corpora-
tion that is wholly owned by one or more
qualified organizations.

‘‘(D) LIMITATION.—Rules of eligibility to
carry out the previous subparagraphs of this
paragraph shall not have the effect of deny-
ing eligibility to individuals on the basis of
health status, claims experience, receipt of
health care, medical history, or lack of evi-
dence of insurability.

‘‘(E) LIMITED ENROLLMENT MEDICAREPLUS
ORGANIZATION.—In this part and section 1805,
the term ‘limited enrollment MedicarePlus
organization’ means a MedicarePlus organi-
zation that is a union sponsor, a Taft-Hart-
ley sponsor, or a qualified association.

‘‘(F) EMPLOYER, ETC..—In this paragraph,
the terms ‘employer’, ‘employee organiza-
tion’, and ‘group health plan’ have the mean-
ings given such terms for purposes of part 6
of subtitle B of title I of the Employee Re-
tirement Income Security Act of 1974.

‘‘(d) SUBMISSION AND CHARGING OF PRE-
MIUMS.—

‘‘(1) IN GENERAL.—Each MedicarePlus orga-
nization shall file with the Secretary each
year, in a form and manner and at a time
specified by the Secretary—

‘‘(A) the amount of the monthly premiums
for coverage under each MedicarePlus prod-
uct it offers under this part in each payment
area (as determined for purposes of section
1855) in which the product is being offered;
and

‘‘(B) the enrollment capacity in relation to
the product in each such area.

‘‘(2) AMOUNTS OF PREMIUMS CHARGED.—The
amount of the monthly premium charged by
a MedicarePlus organization for a
MedicarePlus product offered in a payment
area to an individual under this part shall be
equal to the amount (if any) by which—

‘‘(A) the amount of the monthly premium
for the product for the period involved, as es-
tablished under paragraph (3) and submitted
under paragraph (1), exceeds

‘‘(B)(i) 1⁄12 of the annual MedicarePlus capi-
tation rate specified in section 1855(b)(2) for
the area and period involved, or (ii) in the
case of a high deductible/medisave product,
the monthly adjusted MedicarePlus capita-
tion rate specified in section 1855(b)(1) for
the individual and period involved.

‘‘(3) UNIFORM PREMIUM.—

‘‘(A) IN GENERAL.—Except as provided in
subparagraph (B), the premiums charged by
a MedicarePlus organization under this part
may not vary among individuals who reside
in the same payment area.

‘‘(B) EXCEPTION FOR HIGH DEDUCTIBLE/
MEDISAVE PRODUCTS.—A MedicarePlus orga-
nization shall establish premiums for any
high deductible/medisave product it offers in
a payment area based on each of the risk ad-
justment categories established for purposes
of determining the amount of the payment
to MedicarePlus organizations under section
1855(b)(1) and using the identical demo-
graphic and other adjustments among such
categories as are used for such purposes.

‘‘(4) TERMS AND CONDITIONS OF IMPOSING
PREMIUMS.—Each MedicarePlus organization
shall permit the payment of monthly pre-
miums on a monthly basis and may termi-
nate election of individuals for a
MedicarePlus product for failure to make
premium payments only in accordance with
subsection (c)(3)(B).

‘‘(5) RELATION OF PREMIUMS AND COST-SHAR-
ING TO BENEFITS.—In no case may the portion
of a MedicarePlus organization’s premium
rate and the actuarial value of its
deductibles, coinsurance, and copayments
charged (to the extent attributable to the
minimum benefits described in subsection
(a)(1) and not counting any amount attrib-
utable to balance billing) to individuals who
are enrolled under this part with the organi-
zation exceed the actuarial value of the coin-
surance and deductibles that would be appli-
cable on the average to individuals enrolled
under this part with the organization (or, if
the Secretary finds that adequate data are
not available to determine that actuarial
value, the actuarial value of the coinsurance
and deductibles applicable on the average to
individuals in the area, in the State, or in
the United States, eligible to enroll under
this part with the organization, or other ap-
propriate data) and entitled to benefits
under part A and enrolled under part B if
they were not members of a MedicarePlus or-
ganization.

‘‘(e) REQUIREMENT FOR ADDITIONAL BENE-
FITS, PART B PREMIUM DISCOUNT REBATES, OR
BOTH.—

‘‘(1) REQUIREMENT.—
‘‘(A) IN GENERAL.—Each MedicarePlus or-

ganization (in relation to a MedicarePlus
product it offers) shall provide that if there
is an excess amount (as defined in subpara-
graph (B)) for the product for a contract
year, subject to the succeeding provisions of
this subsection, the organization shall pro-
vide to individuals such additional benefits
(as the organization may specify), a mone-
tary rebate (paid on a monthly basis) of the
part B monthly premium, or a combination
thereof, in an total value which is at least
equal to the adjusted excess amount (as de-
fined in subparagraph (C)).

‘‘(B) EXCESS AMOUNT.—For purposes of this
paragraph, the ‘excess amount’, for an orga-
nization for a product, is the amount (if any)
by which—

‘‘(i) the average of the capitation payments
made to the organization under this part for
the product at the beginning of contract
year, exceeds

‘‘(ii) the actuarial value of the minimum
benefits described in subsection (a)(1) under
the product for individuals under this part,
as determined based upon an adjusted com-
munity rate described in paragraph (5) (as re-
duced for the actuarial value of the coinsur-
ance and deductibles under parts A and B).

‘‘(C) ADJUSTED EXCESS AMOUNT.—For pur-
poses of this paragraph, the ‘adjusted excess
amount’, for an organization for a product, is
the excess amount reduced to reflect any
amount withheld and reserved for the orga-
nization for the year under paragraph (3).

‘‘(D) NO APPLICATION TO HIGH DEDUCTIBLE/
MEDISAVE PRODUCT.—Subparagraph (A) shall
not apply to a high deductible/medisave
product.

‘‘(E) UNIFORM APPLICATION.—This para-
graph shall be applied uniformly for all en-
rollees for a product in a service area.

‘‘(F) CONSTRUCTION.—Nothing in this sub-
section shall be construed as preventing a
MedicarePlus organization from providing
health care benefits that are in addition to
the benefits otherwise required to be pro-
vided under this paragraph and from impos-
ing a premium for such additional benefits.

‘‘(2) LIMITATION ON AMOUNT OF PART B PRE-
MIUM DISCOUNT REBATE.—In no case shall the
amount of a part B premium discount rebate
under paragraph (1)(A) exceed, with respect
to a month, the amount of premiums im-
posed under part B (not taking into account
section 1839(b) (relating to penalty for late
enrollment) or 1839(h) (relating to affluence
testing)), for the individual for the month.
Except as provided in the previous sentence,
a MedicarePlus organization is not author-
ized to provide for cash or other monetary
rebates as an inducement for enrollment or
otherwise.

‘‘(3) STABILIZATION FUND.—A MedicarePlus
organization may provide that a part of the
value of an excess actuarial amount de-
scribed in paragraph (1) be withheld and re-
served in the Federal Hospital Insurance
Trust Fund and in the Federal Supple-
mentary Medical Insurance Trust Fund (in
such proportions as the Secretary deter-
mines to be appropriate) by the Secretary for
subsequent annual contract periods, to the
extent required to stabilize and prevent
undue fluctuations in the additional benefits
and rebates offered in those subsequent peri-
ods by the organization in accordance with
such paragraph. Any of such value of amount
reserved which is not provided as additional
benefits described in paragraph (1)(A) to in-
dividuals electing the MedicarePlus product
in accordance with such paragraph prior to
the end of such periods, shall revert for the
use of such trust funds.

‘‘(4) DETERMINATION BASED ON INSUFFICIENT
DATA.—For purposes of this subsection, if the
Secretary finds that there is insufficient en-
rollment experience (including no enroll-
ment experience in the case of a provider-
sponsored organization) to determine an av-
erage of the capitation payments to be made
under this part at the beginning of a con-
tract period, the Secretary may determine
such an average based on the enrollment ex-
perience of other contracts entered into
under this part.

‘‘(5) ADJUSTED COMMUNITY RATE.—
‘‘(A) IN GENERAL.—For purposes of this sub-

section, subject to subparagraph (B), the
term ‘adjusted community rate’ for a service
or services means, at the election of a
MedicarePlus organization, either—

‘‘(i) the rate of payment for that service or
services which the Secretary annually deter-
mines would apply to an individual electing
a MedicarePlus product under this part if the
rate of payment were determined under a
‘community rating system’ (as defined in
section 1302(8) of the Public Health Service
Act, other than subparagraph (C)), or

‘‘(ii) such portion of the weighted aggre-
gate premium, which the Secretary annually
estimates would apply to such an individual,
as the Secretary annually estimates is at-
tributable to that service or services,
but adjusted for differences between the uti-
lization characteristics of the individuals
electing coverage under this part and the
utilization characteristics of the other en-
rollees with the organization (or, if the Sec-
retary finds that adequate data are not
available to adjust for those differences, the
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differences between the utilization charac-
teristics of individuals selecting other
MedicarePlus coverage, or individuals in the
area, in the State, or in the United States,
eligible to elect MedicarePlus coverage
under this part and the utilization charac-
teristics of the rest of the population in the
area, in the State, or in the United States,
respectively).

‘‘(B) SPECIAL RULE FOR PROVIDER-SPON-
SORED ORGANIZATIONS.—In the case of a
MedicarePlus organization that is a pro-
vider-sponsored organization, the adjusted
community rate under subparagraph (A) for
a MedicarePlus product may be computed (in
a manner specified by the Secretary) using
data in the general commercial marketplace
or (during a transition period) based on the
costs incurred by the organization in provid-
ing such a product.

‘‘(f) RULES REGARDING PHYSICIAN PARTICI-
PATION.—

‘‘(1) PROCEDURES.—Each MedicarePlus or-
ganization shall establish reasonable proce-
dures relating to the participation (under an
agreement between a physician and the orga-
nization) of physicians under MedicarePlus
products offered by the organization under
this part. Such procedures shall include—

‘‘(A) providing notice of the rules regard-
ing participation,

‘‘(B) providing written notice of participa-
tion decisions that are adverse to physicians,
and

‘‘(C) providing a process within the organi-
zation for appealing adverse decisions, in-
cluding the presentation of information and
views of the physician regarding such deci-
sion.

‘‘(2) CONSULTATION IN MEDICAL POLICIES.—A
MedicarePlus organization shall consult
with physicians who have entered into par-
ticipation agreements with the organization
regarding the organization’s medical policy,
quality, and medical management proce-
dures.

‘‘(3) LIMITATIONS ON PHYSICIAN INCENTIVE
PLANS.—

‘‘(A) IN GENERAL.—Each MedicarePlus or-
ganization may not operate any physician
incentive plan (as defined in subparagraph
(B)) unless the following requirements are
met:

‘‘(i) No specific payment is made directly
or indirectly under the plan to a physician or
physician group as an inducement to reduce
or limit medically necessary services pro-
vided with respect to a specific individual
enrolled with the organization.

‘‘(ii) If the plan places a physician or phy-
sician group at substantial financial risk (as
determined by the Secretary) for services
not provided by the physician or physician
group, the organization—

‘‘(I) provides stop-loss protection for the
physician or group that is adequate and ap-
propriate, based on standards developed by
the Secretary that take into account the
number of physicians placed at such substan-
tial financial risk in the group or under the
plan and the number of individuals enrolled
with the organization who receive services
from the physician or the physician group,
and

‘‘(II) conducts periodic surveys of both in-
dividuals enrolled and individuals previously
enrolled with the organization to determine
the degree of access of such individuals to
services provided by the organization and
satisfaction with the quality of such serv-
ices.

‘‘(iii) The organization provides the Sec-
retary with descriptive information regard-
ing the plan, sufficient to permit the Sec-
retary to determine whether the plan is in
compliance with the requirements of this
subparagraph.

‘‘(B) PHYSICIAN INCENTIVE PLAN DEFINED.—
In this paragraph, the term ‘physician incen-
tive plan’ means any compensation arrange-
ment between a MedicarePlus organization
and a physician or physician group that may
directly or indirectly have the effect of re-
ducing or limiting services provided with re-
spect to individuals enrolled with the organi-
zation under this part.

‘‘(4) LIMITATION ON PROVIDER INDEMNIFICA-
TION.—A MedicarePlus organization may not
provide (directly or indirectly) for a provider
(or group of providers) to indemnify the or-
ganization against any liability resulting
from a civil action brought by or on behalf of
an enrollee under this part for any damage
caused to the enrollee by the organization’s
denial of medically necessary care.

‘‘(5) EXCEPTION FOR CERTAIN FEE-FOR-SERV-
ICE PLANS.—The previous provisions of this
subsection shall not apply in the case of a
MedicarePlus organization in relation to a
MedicarePlus product if the organization
does not have agreements between physi-
cians and the organization for the provision
of benefits under the product.

‘‘(g) PROVISION OF INFORMATION.—A
MedicarePlus organization shall provide the
Secretary with such information on the or-
ganization and each MedicarePlus product it
offers as may be required for the preparation
of the information booklet described in sec-
tion 1805(d)(3)(A).

‘‘(h) COORDINATED ACUTE AND LONG-TERM
CARE BENEFITS UNDER A MEDICAREPLUS
PRODUCT.—Nothing in this part shall be con-
strued as preventing a State from coordinat-
ing benefits under its MediGrant program
under title XXI with those provided under a
MedicarePlus product in a manner that
assures continuity of a full-range of acute
care and long-term care services to poor el-
derly or disabled individuals eligible for ben-
efits under this title and under such pro-
gram.

‘‘(i) TRANSITIONAL FILE AND USE FOR CER-
TAIN REQUIREMENTS.—

‘‘(1) IN GENERAL.—In the case of a
MedicarePlus product proposed to be offered
before the end of the transition period (as de-
fined in section 1805(e)(1)(B)), by a
MedicarePlus organization described in sec-
tion 1851(g)(3) or by a MedicarePlus organiza-
tion with a contract in effect under section
1858, if the organization submits complete in-
formation to the Secretary regarding the
product demonstrating that the product
meets the requirements and standards under
subsections (a), (d), and (e) (relating to bene-
fits and premiums), the product shall be
deemed as meeting such requirements and
standards under such subsections unless the
Secretary disapproves the product within 60
days after the date of submission of the com-
plete information.

‘‘(2) CONSTRUCTION.—Nothing in paragraph
(1) shall be construed as waiving the require-
ment of a contract under section 1858 or
waiving requirements and standards not re-
ferred to in paragraph (1).

‘‘PATIENT PROTECTION STANDARDS

‘‘SEC. 1853. (a) DISCLOSURE TO ENROLLEES.—
A MedicarePlus organization shall disclose
in clear, accurate, and standardized form, in-
formation regarding all of the following for
each MedicarePlus product it offers:

‘‘(1) Benefits under the MedicarePlus prod-
uct offered, including exclusions from cov-
erage and, if it is a high deductible/medisave
product, a comparison of benefits under such
a product with benefits under other
MedicarePlus products.

‘‘(2) Rules regarding prior authorization or
other review requirements that could result
in nonpayment.

‘‘(3) Potential liability for cost-sharing for
out-of-network services.

‘‘(4) The number, mix, and distribution of
participating providers.

‘‘(5) The financial obligations of the en-
rollee, including premiums, deductibles, co-
payments, and maximum limits on out-of-
pocket losses for items and services (both in
and out of network).

‘‘(6) Statistics on enrollee satisfaction with
the product and organization, including
rates of reenrollment.

‘‘(7) Enrollee rights and responsibilities,
including the grievance process provided
under subsection (f).

‘‘(8) A statement that the use of the 911
emergency telephone number is appropriate
in emergency situations and an explanation
of what constitutes an emergency situation.

‘‘(9) A description of the organization’s
quality assurance program under subsection
(d).

Such information shall be disclosed to each
enrollee under this part at the time of en-
rollment and at least annually thereafter.

‘‘(b) ACCESS TO SERVICES.—
‘‘(1) IN GENERAL.—A MedicarePlus organi-

zation offering a MedicarePlus product may
restrict the providers from whom the bene-
fits under the product are provided so long
as—

‘‘(A) the organization makes such benefits
available and accessible to each individual
electing the product within the product serv-
ice area with reasonable promptness and in a
manner which assures continuity in the pro-
vision of benefits;

‘‘(B) when medically necessary the organi-
zation makes such benefits available and ac-
cessible 24 hours a day and 7 days a week;

‘‘(C) the product provides for reimburse-
ment with respect to services which are cov-
ered under subparagraphs (A) and (B) and
which are provided to such an individual
other than through the organization, if—

‘‘(i) the services were medically necessary
and immediately required because of an un-
foreseen illness, injury, or condition, and

‘‘(ii) it was not reasonable given the cir-
cumstances to obtain the services through
the organization; and

‘‘(D) coverage is provided for emergency
services (as defined in paragraph (4)) without
regard to prior authorization or the emer-
gency care provider’s contractual relation-
ship with the organization.

‘‘(2) MINIMUM PAYMENT LEVELS WHERE PRO-
VIDING POINT-OF-SERVICE COVERAGE.—If a
MedicarePlus product provides benefits for
items and services (not described in para-
graph (1)(C)) through a network of providers
and also permits payment to be made under
the product for such items and services not
provided through such a network, the pay-
ment level under the product with respect to
such items and services furnished outside the
network shall be at least 70 percent (or, if
the effective cost-sharing rate is 50 percent,
at least 40 percent) of the lesser of—

‘‘(A) the payment basis (determined with-
out regard to deductibles and cost-sharing)
that would have applied for such items and
services under parts A and B, or

‘‘(B) the amount charged by the entity fur-
nishing such items and services.

‘‘(3) PROTECTION OF ENROLLEES FOR CERTAIN
EMERGENCY SERVICES.—

‘‘(A) PARTICIPATING PROVIDERS.—In the
case of emergency services described in sub-
paragraph (C) which are furnished by a par-
ticipating physician or provider of services
to an individual enrolled with a
MedicarePlus organization under this sec-
tion, the applicable participation agreement
is deemed to provide that the physician or
provider of services will accept as payment
in full from the organization for such emer-
gency services described in subparagraph (C)
the amount that would be payable to the
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physician or provider of services under part
B and from the individual under such part, if
the individual were not enrolled with such
an organization under this part.

‘‘(B) NONPARTICIPATING PROVIDERS.—In the
case of emergency services described in sub-
paragraph (C) which are furnished by a
nonparticipating physician, the limitations
on actual charges for such services otherwise
applicable under part B (to services fur-
nished by individuals not enrolled with a
MedicarePlus organization under this sec-
tion) shall apply in the same manner as such
limitations apply to services furnished to in-
dividuals not enrolled with such an organiza-
tion.

‘‘(C) EMERGENCY SERVICES DESCRIBED.—The
emergency services described in this sub-
paragraph are emergency services which
which are furnished to an enrollee of a
MedicarePlus organization under this part
by a physician or provider of services that is
not under a contract with the organization.

‘‘(D) EXCEPTION FOR CERTAIN FEE-FOR-SERV-
ICE PLANS.—The previous provisions of this
paragraph shall not apply in the case of a
MedicarePlus organization in relation to a
MedicarePlus product if the organization
does not have agreements between physi-
cians and the organization for the provision
of benefits under the product.

‘‘(4) DEFINITION OF EMERGENCY SERVICES.—
In this subsection, the term ‘emergency serv-
ices’ means, with respect to an individual en-
rolled with an organization, covered inpa-
tient and outpatient services that—

‘‘(A) are furnished by an appropriate
source other than the organization,

‘‘(B) are needed immediately because of an
injury or sudden illness, and

‘‘(C) are needed because the time required
to reach the organization’s providers or sup-
pliers would have meant risk of serious dam-
age to the patient’s health.

‘‘(c) CONFIDENTIALITY AND ACCURACY OF EN-
ROLLEE RECORDS.—Each MedicarePlus orga-
nization shall establish procedures—

‘‘(1) to safeguard the privacy of individ-
ually identifiable enrollee information, and

‘‘(2) to maintain accurate and timely medi-
cal records for enrollees.

‘‘(d) QUALITY ASSURANCE PROGRAM.—
‘‘(1) IN GENERAL.—Each MedicarePlus orga-

nization must have arrangements, estab-
lished in accordance with regulations of the
Secretary, for an ongoing quality assurance
program for health care services it provides
to such individuals.

‘‘(2) ELEMENTS OF PROGRAM.—The quality
assurance program shall—

‘‘(A) stress health outcomes;
‘‘(B) provide for the establishment of writ-

ten protocols for utilization review, based on
current standards of medical practice;

‘‘(C) provide review by physicians and
other health care professionals of the process
followed in the provision of such health care
services;

‘‘(D) monitors and evaluates high volume
and high risk services and the care of acute
and chronic conditions;

‘‘(E) evaluates the continuity and coordi-
nation of care that enrollees receive;

‘‘(F) has mechanisms to detect both under-
utilization and overutilization of services;

‘‘(G) after identifying areas for improve-
ment, establishes or alters practice param-
eters;

‘‘(H) takes action to improve quality and
assesses the effectiveness of such action
through systematic follow-up;

‘‘(I) makes available information on qual-
ity and outcomes measures to facilitate ben-
eficiary comparison and choice of health
coverage options (in such form and on such
quality and outcomes measures as the Sec-
retary determines to be appropriate);

‘‘(J) is evaluated on an ongoing basis as to
its effectiveness; and

‘‘(K) provide for external accreditation or
review, by a utilization and quality control
peer review organization under part B of
title XI or other qualified independent re-
view organization, of the quality of services
furnished by the organization meets profes-
sionally recognized standards of health care
(including providing adequate access of en-
rollees to services).

‘‘(3) EXCEPTION FOR CERTAIN FEE-FOR-SERV-
ICE PLANS.—Paragraph (1) and subsection
(c)(2) shall not apply in the case of a
MedicarePlus organization in relation to a
MedicarePlus product to the extent the orga-
nization provides for coverage of benefits
without restrictions relating to utilization
and without regard to whether the provider
has a contract or other arrangement with
the plan for the provision of such benefits.

‘‘(4) TREATMENT OF ACCREDITATION.—The
Secretary shall provide that a MedicarePlus
organization is deemed to meet the require-
ments of paragraphs (1) and (2) of this sub-
section and subsection (c) if the organization
is accredited (and periodically reaccredited)
by a private organization under a process
that the Secretary has determined assures
that the organization meets standards that
are no less stringent than the standards es-
tablished under section 1856 to carry out this
subsection and subsection (c).

‘‘(e) COVERAGE DETERMINATIONS.—
‘‘(1) DECISIONS ON NONEMERGENCY CARE.—A

MedicarePlus organization shall make deter-
minations regarding authorization requests
for nonemergency care on a timely basis, de-
pending on the urgency of the situation.

‘‘(2) APPEALS.—
‘‘(A) IN GENERAL.—Appeals from a deter-

mination of an organization denying cov-
erage shall be decided within 30 days of the
date of receipt of medical information, but
not later than 60 days after the date of the
decision.

‘‘(B) PHYSICIAN DECISION ON CERTAIN AP-
PEALS.—Appeal decisions relating to a deter-
mination to deny coverage based on a lack of
medical necessity shall be made only by a
physician.

‘‘(C) EMERGENCY CASES.—Appeals from
such a determination involving a life-threat-
ening or emergency situation shall be de-
cided on an expedited basis.

‘‘(f) GRIEVANCES AND APPEALS.—
‘‘(1) GRIEVANCE MECHANISM.—Each

MedicarePlus organization must provide
meaningful procedures for hearing and re-
solving grievances between the organization
(including any entity or individual through
which the organization provides health care
services) and enrollees under this part.

‘‘(2) APPEALS.—An enrollee with an organi-
zation under this part who is dissatisfied by
reason of the enrollee’s failure to receive any
health service to which the enrollee believes
the enrollee is entitled and at no greater
charge than the enrollee believes the en-
rollee is required to pay is entitled, if the
amount in controversy is $100 or more, to a
hearing before the Secretary to the same ex-
tent as is provided in section 205(b), and in
any such hearing the Secretary shall make
the organization a party. If the amount in
controversy is $1,000 or more, the individual
or organization shall, upon notifying the
other party, be entitled to judicial review of
the Secretary’s final decision as provided in
section 205(g), and both the individual and
the organization shall be entitled to be par-
ties to that judicial review. In applying sec-
tions 205(b) and 205(g) as provided in this sub-
paragraph, and in applying section 205(l)
thereto, any reference therein to the Com-
missioner of Social Security or the Social
Security Administration shall be considered
a reference to the Secretary or the Depart-

ment of Health and Human Services, respec-
tively.

‘‘(3) INDEPENDENT REVIEW OF CERTAIN COV-
ERAGE DENIALS.—The Secretary shall con-
tract with an independent, outside entity to
review and resolve appeals of denials of cov-
erage related to urgent or emergency serv-
ices with respect to MedicarePlus products.

‘‘(4) COORDINATION WITH SECRETARY OF
LABOR.—The Secretary shall consult with the
Secretary of Labor so as to ensure that the
requirements of this subsection, as they
apply in the case of grievances referred to in
paragraph (1) to which section 503 of the Em-
ployee Retirement Income Security Act of
1974 applies, are applied in a manner consist-
ent with the requirements of such section
503.

‘‘(g) INFORMATION ON ADVANCE DIREC-
TIVES.—Each MedicarePlus organization
shall meet the requirement of section 1866(f)
(relating to maintaining written policies and
procedures respecting advance directives).

‘‘(h) APPROVAL OF MARKETING MATE-
RIALS.—

‘‘(1) SUBMISSION.—Each MedicarePlus orga-
nization may not distribute marketing mate-
rials unless—

‘‘(A) at least 45 days before the date of dis-
tribution the organization has submitted the
material to the Secretary for review, and

‘‘(B) the Secretary has not disapproved the
distribution of such material.

‘‘(2) REVIEW.—The standards established
under section 1856 shall include guidelines
for the review of all such material submitted
and under such guidelines the Secretary
shall disapprove such material if the mate-
rial is materially inaccurate or misleading
or otherwise makes a material misrepresen-
tation.

‘‘(3) DEEMED APPROVAL (1-STOP SHOPPING).—
In the case of material that is submitted
under paragraph (1)(A) to the Secretary or a
regional office of the Department of Health
and Human Services and the Secretary or
the office has not disapproved the distribu-
tion of marketing materials under paragraph
(1)(B) with respect to a MedicarePlus prod-
uct in an area, the Secretary is deemed not
to have disapproved such distribution in all
other areas covered by the product and orga-
nization.

‘‘(4) PROHIBITION OF CERTAIN MARKETING
PRACTICES.—Each MedicarePlus organization
shall conform to fair marketing standards in
relation to MedicarePlus products offered
under this part, included in the standards es-
tablished under section 1856. Such standards
shall include a prohibition against an organi-
zation (or agent of such an organization)
completing any portion of any election form
under section 1805 on behalf of any individ-
ual.

‘‘PROVIDER-SPONSORED ORGANIZATIONS

‘‘SEC. 1854. (a) PROVIDER-SPONSORED ORGA-
NIZATION DEFINED.—

‘‘(1) IN GENERAL.—In this part, the term
‘provider-sponsored organization’ means a
public or private entity that (in accordance
with standards established under subsection
(b)) is a provider, or group of affiliated pro-
viders, that provides a substantial propor-
tion (as defined by the Secretary under such
standards) of the health care items and serv-
ices under the contract under this part di-
rectly through the provider or affiliated
group of providers.

‘‘(2) SUBSTANTIAL PROPORTION.—In defining
what is a ‘substantial proportion’ for pur-
poses of paragraph (1), the Secretary—

‘‘(A) shall take into account the need for
such an organization to assume responsibil-
ity for a substantial proportion of services in
order to assure financial stability and the
practical difficulties in such an organization
integrating a very wide range of service pro-
viders; and
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‘‘(B) may vary such proportion based upon

relevant differences among organizations,
such as their location in an urban or rural
area.

‘‘(3) AFFILIATION.—For purposes of this
subsection, a provider is ‘affiliated’ with an-
other provider if, through contract, owner-
ship, or otherwise—

‘‘(A) one provider, directly or indirectly,
controls, is controlled by, or is under com-
mon control with the other,

‘‘(B) each provider is a participant in a
lawful combination under which each pro-
vider shares, directly or indirectly, substan-
tial financial risk in connection with their
operations,

‘‘(C) both providers are part of a controlled
group of corporations under section 1563 of
the Internal Revenue Code of 1986, or

‘‘(D) both providers are part of an affiliated
service group under section 414 of such Code.

‘‘(4) CONTROL.—For purposes of paragraph
(3), control is presumed to exist if one party,
directly or indirectly, owns, controls, or
holds the power to vote, or proxies for, not
less than 51 percent of the voting rights or
governance rights of another.

‘‘(b) PROCESS FOR ESTABLISHING STANDARDS
FOR PROVIDER-SPONSORED ORGANIZATIONS.—
For process of establishing of standards for
provider-sponsored organizations, see section
1856(c).

‘‘(c) PROCESS FOR STATE CERTIFICATION OF
PROVIDER-SPONSORED ORGANIZATIONS.—For
process of State certification of provider-
sponsored organizations, see section 1857(c).

‘‘(d) PREEMPTION OF STATE INSURANCE LI-
CENSING REQUIREMENTS.—

‘‘(1) IN GENERAL.—This section supersedes
any State law which—

‘‘(A) requires that a provider-sponsored or-
ganization meet requirements for insurers of
health services or health maintenance orga-
nizations doing business in the State with
respect to initial capitalization and estab-
lishment of financial reserves against insol-
vency, or

‘‘(B) imposes requirements that would have
the effect of prohibiting the organization
from complying with the applicable require-
ments of this part,
insofar as such the law applies to individuals
enrolled with the organization under this
part.

‘‘(2) EXCEPTION.—Paragraph (1) shall not
apply with respect to any State law to the
extent that such law provides standards or
requirements, or provides for enforcement
thereof, so as to meet the requirements of
section 1857(c)(2) with respect to approval by
the Secretary of State certification require-
ments thereunder.

‘‘(3) CONSTRUCTION.—Nothing in this sub-
section shall be construed as affecting the
operation of section 514 of the Employee Re-
tirement Income Security Act of 1974.
‘‘PAYMENTS TO MEDICAREPLUS ORGANIZATIONS

‘‘SEC. 1855. (a) PAYMENTS.—
‘‘(1) IN GENERAL.—Under a contract under

section 1858 the Secretary shall pay to each
MedicarePlus organization, with respect to
coverage of an individual under this part in
a payment area for a month, an amount
equal to the monthly adjusted MedicarePlus
capitation rate (as provided under subsection
(b)) with respect to that individual for that
area.

‘‘(2) ANNUAL ANNOUNCEMENT.—The Sec-
retary shall annually determine, and shall
announce (in a manner intended to provide
notice to interested parties) not later than
September 7 before the calendar year con-
cerned—

‘‘(A) the annual MedicarePlus capitation
rate for each payment area for the year, and

‘‘(B) the factors to be used in adjusting
such rates under subsection (b) for payments
for months in that year.

‘‘(3) ADVANCE NOTICE OF METHODOLOGICAL
CHANGES.—At least 45 days before making
the announcement under paragraph (2) for a
year, the Secretary shall provide for notice
to MedicarePlus organizations of proposed
changes to be made in the methodology or
benefit coverage assumptions from the meth-
odology and assumptions used in the pre-
vious announcement and shall provide such
organizations an opportunity to comment on
such proposed changes.

‘‘(4) EXPLANATION OF ASSUMPTIONS.—In
each announcement made under paragraph
(2) for a year, the Secretary shall include an
explanation of the assumptions (including
any benefit coverage assumptions) and
changes in methodology used in the an-
nouncement in sufficient detail so that
MedicarePlus organizations can compute
monthly adjusted MedicarePlus capitation
rates for classes of individuals located in
each payment area which is in whole or in
part within the service area of such an orga-
nization.

‘‘(b) MONTHLY ADJUSTED MEDICAREPLUS
CAPITATION RATE.—

‘‘(1) IN GENERAL.—For purposes of this sec-
tion, the ‘monthly adjusted MedicarePlus
capitation rate’ under this subsection, for a
month in a year for an individual in a pay-
ment area (specified under paragraph (3)) and
in a class (established under paragraph (4)),
is 1⁄12 of the annual MedicarePlus capitation
rate specified in paragraph (2) for that area
for the year, adjusted to reflect the actuarial
value of benefits under this title with respect
to individuals in such class compared to the
national average for individuals in all class-
es.

‘‘(2) ANNUAL MEDICAREPLUS CAPITATION
RATES.—For purposes of this section, the an-
nual MedicarePlus capitation rate for a pay-
ment area for a year is equal to the annual
MedicarePlus capitation rate for the area for
the previous year (or, in the case of 1996, the
average annual per capita rate of payment
described in section 1876(a)(1)(C) for the area
for 1995) increased by the per capita growth
rate for that area and year (as determined
under subsection (c)).

‘‘(3) PAYMENT AREA DEFINED.—In this sec-
tion, the term ‘payment area’ means a coun-
ty (or equivalent area specified by the Sec-
retary), except that in the case of the popu-
lation group described in paragraph (5)(C),
the payment area shall be each State.

‘‘(4) CLASSES.—
‘‘(A) IN GENERAL.—For purposes of this sec-

tion, the Secretary shall define appropriate
classes of enrollees, consistent with para-
graph (5), based on age, gender, welfare sta-
tus, institutionalization, and such other fac-
tors as the Secretary determines to be appro-
priate, so as to ensure actuarial equivalence.
The Secretary may add to, modify, or sub-
stitute for such classes, if such changes will
improve the determination of actuarial
equivalence.

‘‘(B) RESEARCH.—The Secretary shall con-
duct such research as may be necessary to
provide for greater accuracy in the adjust-
ment of capitation rates under this sub-
section. Such research may include research
into the addition or modification of classes
under subparagraph (A). The Secretary shall
submit to Congress a report on such research
by not later than January 1, 1997.

‘‘(5) DIVISION OF MEDICARE POPULATION.—In
carrying out paragraph (4) and this section,
the Secretary shall recognize the following
separate population groups:

‘‘(A) AGED.—Individuals 65 years of age or
older who are not described in subparagraph
(C).

‘‘(B) DISABLED.—Disabled individuals who
are under 65 years of age and not described in
subparagraph (C).

‘‘(C) INDIVIDUALS WITH END STAGE RENAL
DISEASE.—Individuals who are determined to
have end stage renal disease.

‘‘(c) PER CAPITA GROWTH RATES.—
‘‘(1) FOR 1996.—
‘‘(A) IN GENERAL.—For purposes of this sec-

tion and subject to subparagraph (B), the per
capita growth rates for 1996, for a payment
area assigned to a service utilization cohort
under subsection (d), shall be the following:

‘‘(i) LOWEST SERVICE UTILIZATION COHORT.—
For areas assigned to the lowest service uti-
lization cohort, 9.7 percent plus the addi-
tional percent provided under subparagraph
(B)(ii).

‘‘(ii) LOWER SERVICE UTILIZATION COHORT.—
For areas assigned to the lower service utili-
zation cohort, 8.0 percent.

‘‘(iii) MEDIAN SERVICE UTILIZATION CO-
HORT.—For areas assigned to the median
service utilization cohort, 5.1 percent.

‘‘(iv) HIGHER SERVICE UTILIZATION COHORT.—
For areas assigned to the higher service uti-
lization cohort, 4.7 percent.

‘‘(v) HIGHEST SERVICE UTILIZATION CO-
HORT.—For areas assigned to the highest
service utilization cohort, 4.0 percent.

‘‘(B) BUDGET NEUTRAL ADJUSTMENT.—In
order to assure that the total capitation pay-
ments under this section during 1996 are the
same as the amount such payments would
have been if the per capita growth rate for
all such areas for 1996 were equal to the na-
tional average per capita growth rate, speci-
fied in paragraph (3) for 1996, the Secretary
shall adjust the per capita growth rates for
payment areas as follows:

‘‘(i) INCREASE UP TO FLOOR FOR LOWEST
SERVICE UTILIZATION COHORT.—First, such ad-
ditional percent increase as may be nec-
essary to assure that the annual
MedicarePlus capitation rate for each pay-
ment area is at least 12 times $250 for 1996.

‘‘(ii) RESIDUAL INCREASE TO LOWEST SERVICE
UTILIZATION COHORT.—Next, for payment
areas assigned to the lowest service utiliza-
tion cohort, such additional percent increase
as will assure that the total capitation pay-
ments under this section during 1996 are the
same as the amount such payments would
have been if the per capita growth rate for
all such areas for 1996 were equal to the na-
tional average per capita growth rate. The
increase under this clause may apply to a
payment area described in clause (i) and
shall be applied after the increase provided
under such clause.

‘‘(2) FOR SUBSEQUENT YEARS.—
‘‘(A) IN GENERAL.—For purposes of this sec-

tion and subject to subparagraph (B), the
Secretary shall compute a per capita growth
rate for each year after 1996, for each pay-
ment area as assigned to a service utilization
cohort under subsection (d), consistent with
the following rules:

‘‘(i) MEDIAN SERVICE UTILIZATION COHORT
SET AT NATIONAL AVERAGE PER CAPITA
GROWTH RATE.—The per capita growth rate
for areas assigned to the median service uti-
lization cohort for the year shall be the na-
tional average per capita growth rate for the
year (as specified under paragraph (3)), sub-
ject to subparagraph (C).

‘‘(ii) HIGHEST SERVICE UTILIZATION COHORT
SET AT 75 PERCENT OF NATIONAL AVERAGE PER
CAPITA GROWTH RATE.—The per capita growth
rate for areas assigned to the highest service
utilization cohort for the year shall be 75
percent of the national average per capita
growth rate for the year.

‘‘(iii) LOWEST SERVICE UTILIZATION COHORT
SET AT 187.5 PERCENT OF NATIONAL AVERAGE
PER CAPITA GROWTH RATE.—The per capita
growth rate for areas assigned to the lowest
service utilization cohort for the year shall
be 187.5 percent of the national average per
capita growth rate for the year, subject to
subparagraph (C).
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‘‘(iv) LOWER SERVICE UTILIZATION COHORT

SET AT 150 PERCENT OF NATIONAL AVERAGE PER
CAPITA GROWTH RATE.—

‘‘(I) IN GENERAL.—Subject to subclause (II),
the per capita growth rate for areas assigned
to the lower service utilization cohort for
the year shall be 150 percent of the national
average per capita growth rate for the year.

‘‘(II) ADJUSTMENT.—If the Secretary has es-
tablished under clause (v) the per capita
growth rate for areas assigned to the higher
service utilization cohort for the year at 75
percent of the national average per capita
growth rate, the Secretary may provide for a
reduced per capita growth rate under
subclause (I) to the extent necessary to com-
ply with subparagraph (B).

‘‘(v) HIGHER SERVICE UTILIZATION COHORT.—
The per capita growth rate for areas assigned
to the higher service utilization cohort for
the year shall be such percent (not less than
75 percent) of the national average per capita
growth rate, as the Secretary may determine
consistent with subparagraph (B).

‘‘(B) AVERAGE PER CAPITA GROWTH RATE AT
NATIONAL AVERAGE TO ASSURE BUDGET NEU-
TRALITY.—The Secretary shall compute per
capita growth rates for a year under sub-
paragraph (A) (before the application of sub-
paragraph (C)) in a manner so that the
weighted average per capita growth rate for
all areas for the year (weighted to reflect the
number of medicare beneficiaries in each
area) is equal to the national average per
capita growth rate under paragraph (3) for
the year.

‘‘(C) FINAL ADJUSTMENT OF GROWTH
RATES.—After computing per capita growth
rates under the previous provisions of this
paragraph the Secretary shall—

‘‘(i) reduce the per capita growth rate for
areas assigned to the median service utiliza-
tion cohort by the ratio of .1 to 5.3, and

‘‘(ii) increase the per capita growth rate
for areas assigned to the lowest service utili-
zation cohort by such proportion as the Sec-
retary determines will result in an increase
in outlays resulting from this clause equal to
the reduction in outlays resulting from
clause (i) for the year involved.

‘‘(3) NATIONAL AVERAGE PER CAPITA GROWTH
RATES.—In this subsection, the ‘national av-
erage per capita growth rate’ for—

‘‘(A) 1996 is 5.3 percent,
‘‘(B) 1997 is 3.8 percent,
‘‘(C) 1998 is 4.6 percent,
‘‘(D) 1999 is 4.3 percent,
‘‘(E) 2000 is 3.8 percent,
‘‘(F) 2001 is 5.5 percent,
‘‘(G) 2002 is 5.6 percent, and
‘‘(H) each subsequent year is 5.0 percent.

‘‘(d) ASSIGNMENT OF PAYMENT AREAS TO
SERVICE UTILIZATION COHORTS.—

‘‘(1) IN GENERAL.—For purposes of deter-
mining per capita growth rates under sub-
section (c) for areas for a year, the Secretary
shall assign each payment area to a service
utilization cohort (based on the service utili-
zation index value for that area determined
under paragraph (2)) as follows:

‘‘(A) LOWEST SERVICE UTILIZATION CO-
HORT.—Areas with a service utilization index
value of less than .80 shall be assigned to the
lowest service utilization cohort.

‘‘(B) LOWER SERVICE UTILIZATION COHORT.—
Areas with a service utilization index value
of at least .80 but less than .90 shall be as-
signed to the lower service utilization co-
hort.

‘‘(C) MEDIAN SERVICE UTILIZATION COHORT.—
Areas with a service utilization index value
of at least .90 but less than 1.10 shall be as-
signed to the median service utilization co-
hort.

‘‘(D) HIGHER SERVICE UTILIZATION COHORT.—
Areas with a service utilization index value
of at least 1.10 but less than 1.20 shall be as-

signed to the higher service utilization co-
hort.

‘‘(E) HIGHEST SERVICE UTILIZATION CO-
HORT.—Areas with a service utilization index
value of at least 1.20 shall be assigned to the
highest service utilization cohort.

‘‘(2) DETERMINATION OF SERVICE UTILIZATION
INDEX VALUES.—In order to determine the per
capita growth rate for a payment area for
each year (beginning with 1996), the Sec-
retary shall determine for such area and
year a service utilization index value, which
is equal to—

‘‘(A) the annual MedicarePlus capitation
rate under this section for the area for the
year in which the determination is made (or,
in the case of 1996, the average annual per
capita rate of payment (described in section
1876(a)(1)(C)) for the area for 1995); divided by

‘‘(B) the input-price-adjusted annual na-
tional MedicarePlus capitation rate (as de-
termined under paragraph (3)) for that area
for the year in which the determination is
made.

‘‘(3) DETERMINATION OF INPUT-PRICE-AD-
JUSTED RATES.—

‘‘(A) IN GENERAL.—For purposes of para-
graph (2), the ‘input-price-adjusted annual
national MedicarePlus capitation rate’ for a
payment area for a year is equal to the sum,
for all the types of medicare services (as
classified by the Secretary), of the product
(for each such type) of—

‘‘(i) the national standardized Medi-
carePlus capitation rate (determined under
subparagraph (B)) for the year,

‘‘(ii) the proportion of such rate for the
year which is attributable to such type of
services, and

‘‘(iii) an index that reflects (for that year
and that type of services) the relative input
price of such services in the area compared
to the national average input price of such
services.
In applying clause (iii), the Secretary shall,
subject to subparagraph (C), apply those in-
dices under this title that are used in apply-
ing (or updating) national payment rates for
specific areas and localities.

‘‘(B) NATIONAL STANDARDIZED MEDICARE-
PLUS CAPITATION RATE.—In this paragraph,
the ‘national standardized MedicarePlus
capitation rate’ for a year is equal to—

‘‘(i) the sum (for all payment areas) of the
product of (I) the annual MedicarePlus capi-
tation rate for that year for the area under
subsection (b)(2), and (II) the average num-
ber of medicare beneficiaries residing in that
area in the year; divided by

‘‘(ii) the total average number of medicare
beneficiaries residing in all the payment
areas for that year.

‘‘(C) SPECIAL RULES FOR 1996.—In applying
this paragraph for 1996—

‘‘(i) medicare services shall be divided into
2 types of services: part A services and part
B services;

‘‘(ii) the proportions described in subpara-
graph (A)(ii) for such types of services shall
be—

‘‘(I) for part A services, the ratio (ex-
pressed as a percentage) of the average an-
nual per capita rate of payment for the area
for part A for 1995 to the total average an-
nual per capita rate of payment for the area
for parts A and B for 1995, and

‘‘(II) for part B services, 100 percent minus
the ratio described in subclause (I);

‘‘(iii) for the part A services, 70 percent of
payments attributable to such services shall
be adjusted by the index used under section
1886(d)(3)(E) to adjust payment rates for rel-
ative hospital wage levels for hospitals lo-
cated in the payment area involved;

‘‘(iv) for part B services—
‘‘(I) 66 percent of payments attributable to

such services shall be adjusted by the index
of the geographic area factors under section

1848(e) used to adjust payment rates for phy-
sicians’ services furnished in the payment
area, and

‘‘(II) of the remaining 34 percent of the
amount of such payments, 70 percent shall be
adjusted by the index described in clause
(iii);

‘‘(v) the index values shall be computed
based only on the beneficiary population de-
scribed in subsection (b)(5)(A).
The Secretary may continue to apply the
rules described in this subparagraph (or simi-
lar rules) for 1997.

‘‘(e) PAYMENT PROCESS.—
‘‘(1) IN GENERAL.—Subject to subsection (f),

the Secretary shall make monthly payments
under this section in advance and in accord-
ance with the rate determined under sub-
section (a) to the plan for each individual en-
rolled with a MedicarePlus organization
under this part.

‘‘(2) ADJUSTMENT TO REFLECT NUMBER OF
ENROLLEES.—

‘‘(A) IN GENERAL.—The amount of payment
under this subsection may be retroactively
adjusted to take into account any difference
between the actual number of individuals en-
rolled with an organization under this part
and the number of such individuals esti-
mated to be so enrolled in determining the
amount of the advance payment.

‘‘(B) SPECIAL RULE FOR CERTAIN ENROLL-
EES.—

‘‘(i) IN GENERAL.—Subject to clause (ii), the
Secretary may make retroactive adjust-
ments under subparagraph (A) to take into
account individuals enrolled during the pe-
riod beginning on the date on which the indi-
vidual enrolls with a MedicarePlus organiza-
tion under a product operated, sponsored, or
contributed to by the individual’s employer
or former employer (or the employer or
former employer of the individual’s spouse)
and ending on the date on which the individ-
ual is enrolled in the organization under this
part, except that for purposes of making
such retroactive adjustments under this sub-
paragraph, such period may not exceed 90
days.

‘‘(ii) EXCEPTION.—No adjustment may be
made under clause (i) with respect to any in-
dividual who does not certify that the orga-
nization provided the individual with the dis-
closure statement described in section
1853(a) at the time the individual enrolled
with the organization.

‘‘(f) SPECIAL RULES FOR INDIVIDUALS ELECT-
ING HIGH DEDUCTIBLE/MEDISAVE PRODUCT.—

‘‘(1) IN GENERAL.—In the case of an individ-
ual who has elected a high deductible/
medisave product, notwithstanding the pre-
ceding provisions of this section—

‘‘(A) the amount of the payment to the
MedicarePlus organization offering the high
deductible/medisave product shall not exceed
the premium for the product, and

‘‘(B) subject to paragraph (2), the dif-
ference between the amount of payment that
would otherwise be made and the amount of
payment to such organization shall be made
directly into a MedicarePlus MSA estab-
lished (and, if applicable, designated) by the
individual under paragraph (2).

‘‘(2) ESTABLISHMENT AND DESIGNATION OF
MEDICAREPLUS MEDICAL SAVINGS ACCOUNT AS
REQUIREMENT FOR PAYMENT OF CONTRIBU-
TION.—In the case of an individual who has
elected coverage under a high deductible/
medisave product, no payment shall be made
under paragraph (1)(B) on behalf of an indi-
vidual for a month unless the individual—

‘‘(A) has established before the beginning
of the month (or by such other deadline as
the Secretary may specify) a MedicarePlus
MSA (as defined in section 137(b) of the In-
ternal Revenue Code of 1986), and

‘‘(B) if the individual has established more
than one MedicarePlus MSA, has designated
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one of such accounts as the individual’s
MedicarePlus MSA for purposes of this part.
Under rules under this section, such an indi-
vidual may change the designation of such
account under subparagraph (B) for purposes
of this part.

‘‘(3) LUMP SUM DEPOSIT OF MEDICAL SAVINGS
ACCOUNT CONTRIBUTION.—In the case of an in-
dividual electing a high deductible/medisave
product effective beginning with a month in
a year, the amount of the contribution to the
MedicarePlus MSA on behalf of the individ-
ual for that month and all successive months
in the year shall be deposited during that
first month. In the case of a termination of
such an election as of a month before the end
of a year, the Secretary shall provide for a
procedure for the recovery of deposits attrib-
utable to the remaining months in the year.

‘‘(g) PAYMENTS FROM TRUST FUND.—The
payment to a MedicarePlus organization
under this section for individuals enrolled
under this part with the organization, and
payments to a MedicarePlus MSA under sub-
section (f)(1)(B), shall be made from the Fed-
eral Hospital Insurance Trust Fund and the
Federal Supplementary Medical Insurance
Trust Fund in such proportion as the Sec-
retary determines reflects the relative
weight that benefits under part A and under
part B represents of the actuarial value of
the total benefits under this title.

‘‘(h) SPECIAL RULE FOR CERTAIN INPATIENT
HOSPITAL STAYS.—In the case of an individ-
ual who is receiving inpatient hospital serv-
ices from a subsection (d) hospital (as de-
fined in section 1886(d)(1)(B)) as of the effec-
tive date of the individual’s—

‘‘(1) election under this part of a
MedicarePlus product offered by a
MedicarePlus organization—

‘‘(A) payment for such services until the
date of the individual’s discharge shall be
made under this title through the
MedicarePlus product or Non-MedicarePlus
option (as the case may be) elected before
the election with such organization,

‘‘(B) the elected organization shall not be
financially responsible for payment for such
services until the date after the date of the
individual’s discharge, and

‘‘(C) the organization shall nonetheless be
paid the full amount otherwise payable to
the organization under this part; or

‘‘(2) termination of election with respect to
a MedicarePlus organization under this
part—

‘‘(A) the organization shall be financially
responsible for payment for such services
after such date and until the date of the indi-
vidual’s discharge,

‘‘(B) payment for such services during the
stay shall not be made under section 1886(d)
or by any succeeding MedicarePlus organiza-
tion, and

‘‘(C) the terminated organization shall not
receive any payment with respect to the in-
dividual under this part during the period
the individual is not enrolled.

‘‘ESTABLISHMENT OF STANDARDS FOR
MEDICARE-PLUS ORGANIZATIONS AND PRODUCTS

‘‘SEC. 1856. (a) STANDARDS APPLICABLE TO
STATE-REGULATED ORGANIZATIONS AND PROD-
UCTS.—

‘‘(1) RECOMMENDATIONS OF NAIC.—The Sec-
retary shall request the National Associa-
tion of Insurance Commissioners to develop
and submit to the Secretary, not later than
12 months after the date of the enactment of
the Medicare Preservation Act of 1995, pro-
posed standards consistent with the require-
ments of this part for MedicarePlus organi-
zations (other than union sponsors, Taft-
Hartley sponsors, and provider-sponsored or-
ganizations) and MedicarePlus products of-
fered by such organizations, except that
such proposed standards may relate to

MedicarePlus organizations that are quali-
fied associations only with respect to
MedicarePlus products offered by them and
only if such products are issued by organiza-
tions to which section 1851(b)(1) applies.

‘‘(2) REVIEW.—If the Association submits
such standards on a timely basis, the Sec-
retary shall review such standards to deter-
mine if the standards meet the requirements
of the part. The Secretary shall complete the
review of the standards not later than 90
days after the date of their submission. The
Secretary shall promulgate such proposed
standards to apply to organizations and
products described in paragraph (1) except to
the extent that the Secretary modifies such
proposed standards because they do not meet
such requirements.

‘‘(3) FAILURE TO SUBMIT.—If the Associa-
tion does not submit such standards on a
timely basis, the Secretary shall promulgate
such standards by not later than the date the
Secretary would otherwise have been re-
quired to promulgate standards under para-
graph (2).

‘‘(4) USE OF INTERIM RULES.—For the period
in which this part is in effect and standards
are being developed and established under
the preceding provisions of this subsection,
the Secretary shall provide by not later than
June 1, 1996, for the application of such in-
terim standards (without regard to any re-
quirements for notice and public comment)
as may be appropriate to provide for the ex-
pedited implementation of this part. Such
interim standards shall not apply after the
date standards are established under the pre-
ceding provisions of this subsection.

‘‘(b) UNION AND TAFT-HARTLEY SPONSORS,
QUALIFIED ASSOCIATIONS, AND PRODUCTS.—

‘‘(1) IN GENERAL.—The Secretary shall de-
velop and promulgate by regulation stand-
ards consistent with the requirements of this
part for union and Taft-Hartley sponsors, for
qualified associations, and for MedicarePlus
products offered by such organizations (other
than MedicarePlus products offered by quali-
fied associations that are issued by organiza-
tions to which section 1851(b)(1) applies).

‘‘(2) CONSULTATION WITH LABOR.—The Sec-
retary shall consult with the Secretary of
Labor with respect to such standards for
such sponsors and products.

‘‘(3) TIMING.—Standards under this sub-
section shall be promulgated at or about the
time standards are promulgated under sub-
section (a).

‘‘(c) ESTABLISHMENT OF STANDARDS FOR
PROVIDER-SPONSORED ORGANIZATIONS.—

‘‘(1) IN GENERAL.—The Secretary shall es-
tablish, on an expedited basis and using a ne-
gotiated rulemaking process under sub-
chapter 3 of chapter 5 of title 5, United
States Code, standards that entities must
meet to qualify as provider-sponsored orga-
nizations under this part.

‘‘(2) PUBLICATION OF NOTICE.—In carrying
out the rulemaking process under this sub-
section, the Secretary, after consultation
with the National Association of Insurance
Commissioners, the American Academy of
Actuaries, organizations representative of
medicare beneficiaries, and other interested
parties, shall publish the notice provided for
under section 564(a) of title 5, United States
Code, by not later than 45 days after the date
of the enactment of Medicare Preservation
Act of 1995.

‘‘(3) TARGET DATE FOR PUBLICATION OF
RULE.—As part of the notice under paragraph
(2), and for purposes of this subsection, the
‘target date for publication’ (referred to in
section 564(a)(5) of such title) shall be Sep-
tember 1, 1996.

‘‘(4) ABBREVIATED PERIOD FOR SUBMISSION
OF COMMENTS.—In applying section 564(c) of
such title under this subsection, ‘15 days’
shall be substituted for ‘30 days’.

‘‘(5) APPOINTMENT OF NEGOTIATED RULE-
MAKING COMMITTEE AND FACILITATOR.—The
Secretary shall provide for—

‘‘(A) the appointment of a negotiated rule-
making committee under section 565(a) of
such title by not later than 30 days after the
end of the comment period provided for
under section 564(c) of such title (as short-
ened under paragraph (4)), and

‘‘(B) the nomination of a facilitator under
section 566(c) of such title by not later than
10 days after the date of appointment of the
committee.

‘‘(6) PRELIMINARY COMMITTEE REPORT.—The
negotiated rulemaking committee appointed
under paragraph (5) shall report to the Sec-
retary, by not later than June 1, 1996, regard-
ing the committee’s progress on achieving a
concensus with regard to the rulemaking
proceeding and whether such consensus is
likely to occur before one month before the
target date for publication of the rule. If the
committee reports that the committee has
failed to make significant progress towards
such consensus or is unlikely to reach such
consensus by the target date, the Secretary
may terminate such process and provide for
the publication of a rule under this sub-
section through such other methods as the
Secretary may provide.

‘‘(7) FINAL COMMITTEE REPORT.—If the com-
mittee is not terminated under paragraph
(6), the rulemaking committee shall submit
a report containing a proposed rule by not
later than one month before the target publi-
cation date.

‘‘(8) INTERIM, FINAL EFFECT.—The Secretary
shall publish a rule under this subsection in
the Federal Register by not later than the
target publication date. Such rule shall be
effective and final immediately on an in-
terim basis, but is subject to change and re-
vision after public notice and opportunity
for a period (of not less than 60 days) for pub-
lic comment. In connection with such rule,
the Secretary shall specify the process for
the timely review and approval of applica-
tions of entities to be certified as provider-
sponsored organizations pursuant to such
rules and consistent with this subsection.

‘‘(9) PUBLICATION OF RULE AFTER PUBLIC
COMMENT.—The Secretary shall provide for
consideration of such comments and republi-
cation of such rule by not later than 1 year
after the target publication date.

‘‘(10) PROCESS FOR APPROVAL OF APPLICA-
TIONS FOR CERTIFICATION.—

‘‘(A) IN GENERAL.—The Secretary shall es-
tablish a process for the receipt and approval
of applications of entities for certification as
provider-sponsored organizations under this
part. Under such process, the Secretary shall
act upon a complete application submitted
within 60 days after the date it is received.

‘‘(B) CIRCULATION OF PROPOSED APPLICATION
FORM.—By March 1, 1996, the Secretary, after
consultation with the negotiated rulemaking
committee, shall circulate a proposed appli-
cation form that could be used by entities
considering becoming certified as a provider-
sponsored organization under this part.

‘‘(d) COORDINATION AMONG FINAL STAND-
ARDS.—In establishing standards (other than
on an interim basis) under the previous pro-
visions of this section, the Secretary shall
seek to provide for consistency (as appro-
priate) across the different types of
MedicarePlus organizations, in order to pro-
mote equitable treatment of different types
of organizations and consistent protection
for individuals who elect products offered by
the different types of MedicarePlus organiza-
tions.

‘‘(e) USE OF CURRENT STANDARDS FOR IN-
TERIM STANDARDS.—To the extent prac-
ticable and consistent with the requirements
of this part, standards established on an in-
terim basis to carry out requirements of this
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part may be based on currently applicable
standards, such as the rules established
under section 1876 (as in effect as of the date
of the enactment of this section) to carry
out analogous provisions of such section or
standards established or developed for appli-
cation in the private health insurance mar-
ket.

‘‘(f) APPLICATION OF NEW STANDARDS TO EN-
TITIES WITH A CONTRACT.—In the case of a
MedicarePlus organization with a contract
in effect under this part at the time stand-
ards applicable to the organization under
this section are changed, the organization
may elect not to have such changes apply to
the organization until the end of the current
contract year (or, if there is less than 6
months remaining in the contract year, until
1 year after the end of the current contract
year).

‘‘(g) RELATION TO STATE LAWS.—The stand-
ards established under this section shall su-
persede any State law or regulation with re-
spect to MedicarePlus products which are of-
fered by MedicarePlus organizations and are
issued by organizations to which section
1851(b)(1) applies, to the extent such law or
regulation is inconsistent with such stand-
ards.

‘‘MEDICARE-PLUS CERTIFICATION

‘‘SEC. 1857. (a) STATE CERTIFICATION PROC-
ESS FOR STATE-REGULATED ORGANIZATIONS.—

‘‘(1) APPROVAL OF STATE PROCESS.—The
Secretary shall approve a MedicarePlus cer-
tification and enforcement program estab-
lished by a State for applying the standards
established under section 1856 to
MedicarePlus organizations (other than
union sponsors, Taft-Hartley sponsors, and
provider-sponsored organizations) and
MedicarePlus products offered by such orga-
nizations if the Secretary determines that
the program effectively provides for the ap-
plication and enforcement of such standards
in the State with respect to such organiza-
tions and products. Such program shall pro-
vide for certification of compliance of
MedicarePlus organizations and products
with the applicable requirements of this part
not less often than once every 3 years.

‘‘(2) EFFECT OF CERTIFICATION UNDER STATE
PROCESS.—A MedicarePlus organization and
MedicarePlus product offered by such an or-
ganization that is certified under such pro-
gram is considered to have been certified
under this subsection with respect to the of-
fering of the product to individuals residing
in the State.

‘‘(3) USER FEES.—The State may impose
user fees on organizations seeking certifi-
cation under this subsection in such
amounts as the State deems sufficient to fi-
nance the costs of such certification. Noth-
ing in this paragraph shall be construed as
restricting a State’s authority to impose
premium taxes, other taxes, or other levies.

‘‘(4) REVIEW.—The Secretary periodically
shall review State programs approved under
paragraph (1) to determine if they continue
to provide for certification and enforcement
described in such paragraph. If the Secretary
finds that a State program no longer so pro-
vides, before making a final determination,
the Secretary shall provide the State an op-
portunity to adopt such a plan of correction
as would permit the State program to meet
the requirements of paragraph (1). If the Sec-
retary makes a final determination that the
State program, after such an opportunity,
fails to meet such requirements, the provi-
sions of subsection (b) shall apply to
MedicarePlus organizations and products in
the State.

‘‘(5) EFFECT OF NO STATE PROGRAM.—Begin-
ning on the date standards are established
under section 1856, in the case of organiza-
tions and products in States in which a cer-

tification program has not been approved
and in operation under paragraph (1), the
Secretary shall establish a process for the
certification of MedicarePlus organizations
(other than union sponsors, Taft-Hartley
sponsors, and provider-sponsored organiza-
tions) and products of such organizations as
meeting such standards.

‘‘(6) PUBLICATION OF LIST OF APPROVED
STATE PROGRAMS.—The Secretary shall pub-
lish (and periodically update) a list of those
State programs which are approved for pur-
poses of this subsection.

‘‘(b) FEDERAL CERTIFICATION PROCESS FOR
UNION SPONSORS, TAFT-HARTLEY SPONSORS,
AND PROVIDER-SPONSORED ORGANIZATIONS.—

‘‘(1) ESTABLISHMENT.—The Secretary shall
establish a process for the certification of
union sponsors, Taft-Hartley sponsors, and
provider-sponsored organizations and
MedicarePlus products offered by such spon-
sors and organizations as meeting the appli-
cable standards established under section
1856.

‘‘(2) INVOLVEMENT OF SECRETARY OF
LABOR.—Such process shall be established
and operated in cooperation with the Sec-
retary of Labor with respect to union spon-
sors and Taft-Hartley sponsors.

‘‘(3) USE OF STATE LICENSING AND PRIVATE
ACCREDITATION PROCESSES.—

‘‘(A) IN GENERAL.—The process under this
subsection shall, to the maximum extent
practicable, provide that MedicarePlus orga-
nizations and products that are licensed or
certified through a qualified private accredi-
tation process that the Secretary finds ap-
plies standards that are no less stringent
than the requirements of this part are
deemed to meet the corresponding require-
ments of this part for such an organization
or product.

‘‘(B) PERIODIC ACCREDITATION.—The use of
an accreditation under subparagraph (A)
shall be valid only for such period as the Sec-
retary specifies.

‘‘(4) USER FEES.—The Secretary may im-
pose user fees on entities seeking certifi-
cation under this subsection in such
amounts as the Secretary deems sufficient to
finance the costs of such certification.

‘‘(c) CERTIFICATION OF PROVIDER-SPON-
SORED ORGANIZATIONS BY STATES.—

‘‘(1) IN GENERAL.—The Secretary shall es-
tablish a process under which a State may
propose to provide for certification of enti-
ties as meeting the requirements of this part
to be provider-sponsored organizations.

‘‘(2) CONDITIONS FOR APPROVAL.—The Sec-
retary may not approve a State program for
certification under paragraph (1) unless the
Secretary determines that the certification
program applies standards and requirements
that are identical to the standards and re-
quirements of this part and the applicable
provisions for enforcement of such standards
and requirements do not result in a lower
level or quality of enforcement than that
which is otherwise applicable under this
title.

‘‘(d) NOTICE TO ENROLLEES IN CASE OF DE-
CERTIFICATION.—If a MedicarePlus organiza-
tion or product is decertified under this sec-
tion, the organization shall notify each en-
rollee with the organization and product
under this part of such decertification.

‘‘(e) QUALIFIED ASSOCIATIONS.—In the case
of MedicarePlus products offered by a
MedicarePlus organization that is a qualified
association (as defined in section
1854(c)(4)(C)) and issued by an organization
to which section 1851(b)(1) applies or by a
provider-sponsored organization (as defined
in section 1854(a)), nothing in this section
shall be construed as limiting the authority
of States to regulate such products.

‘‘CONTRACTS WITH MEDICAREPLUS
ORGANIZATIONS

‘‘SEC. 1858. (a) IN GENERAL.—The Secretary
shall not permit the election under section
1805 of a MedicarePlus product offered by a
MedicarePlus organization under this part,
and no payment shall be made under section
1856 to an organization, unless the Secretary
has entered into a contract under this sec-
tion with an organization with respect to the
offering of such product. Such a contract
with an organization may cover more than
one MedicarePlus product. Such contract
shall provide that the organization agrees to
comply with the applicable requirements and
standards of this part and the terms and con-
ditions of payment as provided for in this
part.

‘‘(b) MINIMUM ENROLLMENT REQUIRE-
MENTS.—

‘‘(1) IN GENERAL.—Subject to paragraphs (1)
and (2), the Secretary may not enter into a
contract under this section with a
MedicarePlus organization (other than a
union sponsor or Taft-Hartley sponsor) un-
less the organization has at least 5,000 indi-
viduals (or 1,500 individuals in the case of an
organization that is a provider-sponsored or-
ganization) who are receiving health benefits
through the organization, except that the
standards under section 1856 may permit the
organization to have a lesser number of
beneficiaries (but not less than 500 in the
case of an organization that is a provider-
sponsored organization) if the organization
primarily serves individuals residing outside
of urbanized areas.

‘‘(2) EXCEPTION FOR HIGH DEDUCTIBLE/
MEDISAVE PRODUCT.—Paragraph (1) shall not
apply with respect to a contract that relates
only to a high deductible/medisave product.

‘‘(3) ALLOWING TRANSITION.—The Secretary
may waive the requirement of paragraph (1)
during the first 3 contract years with respect
to an organization.

‘‘(c) CONTRACT PERIOD AND EFFECTIVE-
NESS.—

‘‘(1) PERIOD.—Each contract under this sec-
tion shall be for a term of at least one year,
as determined by the Secretary, and may be
made automatically renewable from term to
term in the absence of notice by either party
of intention to terminate at the end of the
current term.

‘‘(2) TERMINATION AUTHORITY.—In accord-
ance with procedures established under sub-
section (h), the Secretary may at any time
terminate any such contract or may impose
the intermediate sanctions described in an
applicable paragraph of subsection (g) on the
MedicarePlus organization if the Secretary
determines that the organization—

‘‘(A) has failed substantially to carry out
the contract;

‘‘(B) is carrying out the contract in a man-
ner inconsistent with the efficient and effec-
tive administration of this part;

‘‘(C) is operating in a manner that is not in
the best interests of the individuals covered
under the contract; or

‘‘(D) no longer substantially meets the ap-
plicable conditions of this part.

‘‘(3) EFFECTIVE DATE OF CONTRACTS.—The
effective date of any contract executed pur-
suant to this section shall be specified in the
contract, except that in no case shall a con-
tract under this section which provides for
coverage under a high deductible/medisave
account be effective before January 1997 with
respect to such coverage.

‘‘(4) PREVIOUS TERMINATIONS.—The Sec-
retary may not enter into a contract with a
MedicarePlus organization if a previous con-
tract with that organization under this sec-
tion was terminated at the request of the or-
ganization within the preceding five-year pe-
riod, except in circumstances which warrant
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special consideration, as determined by the
Secretary.

‘‘(5) NO CONTRACTING AUTHORITY.—The au-
thority vested in the Secretary by this part
may be performed without regard to such
provisions of law or regulations relating to
the making, performance, amendment, or
modification of contracts of the United
States as the Secretary may determine to be
inconsistent with the furtherance of the pur-
pose of this title.

‘‘(d) PROTECTIONS AGAINST FRAUD AND BEN-
EFICIARY PROTECTIONS.—

‘‘(1) INSPECTION AND AUDIT.—Each contract
under this section shall provide that the Sec-
retary, or any person or organization des-
ignated by the Secretary—

‘‘(A) shall have the right to inspect or oth-
erwise evaluate (i) the quality, appropriate-
ness, and timeliness of services performed
under the contract and (ii) the facilities of
the organization when there is reasonable
evidence of some need for such inspection,
and

‘‘(B) shall have the right to audit and in-
spect any books and records of the
MedicarePlus organization that pertain (i) to
the ability of the organization to bear the
risk of potential financial losses, or (ii) to
services performed or determinations of
amounts payable under the contract.

‘‘(2) ENROLLEE NOTICE AT TIME OF TERMI-
NATION.—Each contract under this section
shall require the organization to provide
(and pay for) written notice in advance of
the contract’s termination, as well as a de-
scription of alternatives for obtaining bene-
fits under this title, to each individual en-
rolled with the organization under this part.

‘‘(3) DISCLOSURE.—
‘‘(A) IN GENERAL.—Each MedicarePlus or-

ganization shall, in accordance with regula-
tions of the Secretary, report to the Sec-
retary financial information which shall in-
clude the following:

‘‘(i) Such information as the Secretary
may require demonstrating that the organi-
zation has a fiscally sound operation.

‘‘(ii) A copy of the report, if any, filed with
the Health Care Financing Administration
containing the information required to be re-
ported under section 1124 by disclosing enti-
ties.

‘‘(iii) A description of transactions, as
specified by the Secretary, between the orga-
nization and a party in interest. Such trans-
actions shall include—

‘‘(I) any sale or exchange, or leasing of any
property between the organization and a
party in interest;

‘‘(II) any furnishing for consideration of
goods, services (including management serv-
ices), or facilities between the organization
and a party in interest, but not including
salaries paid to employees for services pro-
vided in the normal course of their employ-
ment and health services provided to mem-
bers by hospitals and other providers and by
staff, medical group (or groups), individual
practice association (or associations), or any
combination thereof; and

‘‘(III) any lending of money or other exten-
sion of credit between an organization and a
party in interest.

The Secretary may require that information
reported respecting an organization which
controls, is controlled by, or is under com-
mon control with, another entity be in the
form of a consolidated financial statement
for the organization and such entity.

‘‘(B) PARTY IN INTEREST DEFINED.—For the
purposes of this paragraph, the term ‘party
in interest’ means—

‘‘(i) any director, officer, partner, or em-
ployee responsible for management or ad-
ministration of a MedicarePlus organization,
any person who is directly or indirectly the

beneficial owner of more than 5 percent of
the equity of the organization, any person
who is the beneficial owner of a mortgage,
deed of trust, note, or other interest secured
by, and valuing more than 5 percent of the
organization, and, in the case of a
MedicarePlus organization organized as a
nonprofit corporation, an incorporator or
member of such corporation under applicable
State corporation law;

‘‘(ii) any entity in which a person described
in clause (i)—

‘‘(I) is an officer or director;
‘‘(II) is a partner (if such entity is orga-

nized as a partnership);
‘‘(III) has directly or indirectly a beneficial

interest of more than 5 percent of the equity;
or

‘‘(IV) has a mortgage, deed of trust, note,
or other interest valuing more than 5 per-
cent of the assets of such entity;

‘‘(iii) any person directly or indirectly con-
trolling, controlled by, or under common
control with an organization; and

‘‘(iv) any spouse, child, or parent of an in-
dividual described in clause (i).

‘‘(C) ACCESS TO INFORMATION.—Each
MedicarePlus organization shall make the
information reported pursuant to subpara-
graph (A) available to its enrollees upon rea-
sonable request.

‘‘(4) LOAN INFORMATION.—The contract
shall require the organization to notify the
Secretary of loans and other special finan-
cial arrangements which are made between
the organization and subcontractors, affili-
ates, and related parties.

‘‘(e) ADDITIONAL CONTRACT TERMS.—The
contract shall contain such other terms and
conditions not inconsistent with this part
(including requiring the organization to pro-
vide the Secretary with such information) as
the Secretary may find necessary and appro-
priate.

‘‘(f) INTERMEDIATE SANCTIONS.—
‘‘(1) IN GENERAL.—If the Secretary deter-

mines that a MedicarePlus organization with
a contract under this section—

‘‘(A) fails substantially to provide medi-
cally necessary items and services that are
required (under law or under the contract) to
be provided to an individual covered under
the contract, if the failure has adversely af-
fected (or has substantial likelihood of ad-
versely affecting) the individual;

‘‘(B) imposes premiums on individuals en-
rolled under this part in excess of the pre-
miums permitted;

‘‘(C) acts to expel or to refuse to re-enroll
an individual in violation of the provisions of
this part;

‘‘(D) engages in any practice that would
reasonably be expected to have the effect of
denying or discouraging enrollment (except
as permitted by this part) by eligible individ-
uals with the organization whose medical
condition or history indicates a need for sub-
stantial future medical services;

‘‘(E) misrepresents or falsifies information
that is furnished—

‘‘(i) to the Secretary under this part, or
‘‘(ii) to an individual or to any other entity

under this part;
‘‘(F) fails to comply with the requirements

of section 1852(f)(3); or
‘‘(G) employs or contracts with any indi-

vidual or entity that is excluded from par-
ticipation under this title under section 1128
or 1128A for the provision of health care, uti-
lization review, medical social work, or ad-
ministrative services or employs or con-
tracts with any entity for the provision (di-
rectly or indirectly) through such an ex-
cluded individual or entity of such services;

the Secretary may provide, in addition to
any other remedies authorized by law, for
any of the remedies described in paragraph
(2).

‘‘(2) REMEDIES.—The remedies described in
this paragraph are—

‘‘(A) civil money penalties of not more
than $25,000 for each determination under
paragraph (1) or, with respect to a deter-
mination under subparagraph (D) or (E)(i) of
such paragraph, of not more than $100,000 for
each such determination, plus, with respect
to a determination under paragraph (1)(B),
double the excess amount charged in viola-
tion of such paragraph (and the excess
amount charged shall be deducted from the
penalty and returned to the individual con-
cerned), and plus, with respect to a deter-
mination under paragraph (1)(D), $15,000 for
each individual not enrolled as a result of
the practice involved,

‘‘(B) suspension of enrollment of individ-
uals under this part after the date the Sec-
retary notifies the organization of a deter-
mination under paragraph (1) and until the
Secretary is satisfied that the basis for such
determination has been corrected and is not
likely to recur, or

‘‘(C) suspension of payment to the organi-
zation under this part for individuals en-
rolled after the date the Secretary notifies
the organization of a determination under
paragraph (1) and until the Secretary is sat-
isfied that the basis for such determination
has been corrected and is not likely to recur.

‘‘(3) OTHER INTERMEDIATE SANCTIONS.—In
the case of a MedicarePlus organization for
which the Secretary makes a determination
under subsection (c)(2) the basis of which is
not described in paragraph (1), the Secretary
may apply the following intermediate sanc-
tions:

‘‘(A) civil money penalties of not more
than $25,000 for each determination under
subsection (c)(2) if the deficiency that is the
basis of the determination has directly ad-
versely affected (or has the substantial like-
lihood of adversely affecting) an individual
covered under the organization’s contract;

‘‘(B) civil money penalties of not more
than $10,000 for each week beginning after
the initiation of procedures by the Secretary
under subsection (h) during which the defi-
ciency that is the basis of a determination
under subsection (c)(2) exists; and

‘‘(C) suspension of enrollment of individ-
uals under this part after the date the Sec-
retary notifies the organization of a deter-
mination under subsection (c)(2) and until
the Secretary is satisfied that the deficiency
that is the basis for the determination has
been corrected and is not likely to recur.

‘‘(4) PROCEDURES FOR IMPOSING SANC-
TIONS.—The provisions of section 1128A
(other than subsections (a) and (b)) shall
apply to a civil money penalty under para-
graph (1) or (2) in the same manner as they
apply to a civil money penalty or proceeding
under section 1128A(a).

‘‘(g) PROCEDURES FOR IMPOSING SANC-
TIONS.—The Secretary may terminate a con-
tract with a MedicarePlus organization
under this section or may impose the inter-
mediate sanctions described in subsection (f)
on the organization in accordance with for-
mal investigation and compliance procedures
established by the Secretary under which—

‘‘(1) the Secretary provides the organiza-
tion with the opportunity to develop and im-
plement a corrective action plan to correct
the deficiencies that were the basis of the
Secretary’s determination under subsection
(c)(2);

‘‘(2) the Secretary shall impose more se-
vere sanctions on organizations that have a
history of deficiencies or that have not
taken steps to correct deficiencies the Sec-
retary has brought to their attention;

‘‘(3) there are no unreasonable or unneces-
sary delays between the finding of a defi-
ciency and the imposition of sanctions; and
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‘‘(4) the Secretary provides the organiza-

tion with reasonable notice and opportunity
for hearing (including the right to appeal an
initial decision) before imposing any sanc-
tion or terminating the contract.’’.

(b) CONFORMING REFERENCES TO PREVIOUS
PART C.—Any reference in law (in effect be-
fore the date of the enactment of this Act) to
part C of title XVIII of the Social Security
Act is deemed a reference to part D of such
title (as in effect after such date).

(c) USE OF INTERIM, FINAL REGULATIONS.—
In order to carry out the amendment made
by subsection (a) in a timely manner, the
Secretary of Health and Human Services
may promulgate regulations that take effect
on an interim basis, after notice and pending
opportunity for public comment.

(d) ADVANCE DIRECTIVES.—Section 1866(f)
(42 U.S.C. 1395cc(f)) is amended—

(1) in paragraph (1)—
(A) by inserting ‘‘1853(g),’’ after ‘‘1833(s),’’,

and
(B) by inserting ‘‘, MedicarePlus organiza-

tion,’’ after ‘‘provider of services’’, and
(2) by adding at the end the following new

paragraph:
‘‘(4) Nothing in this subsection shall be

construed to require the provision of infor-
mation regarding assisted suicide, eutha-
nasia, or mercy killing.’’.

(e) CONFORMING AMENDMENT.—Section
1866(a)(1)(O) (42 U.S.C. 1395cc(a)(1)(O)) is
amended by inserting before the semicolon
at the end the following: ‘‘and in the case of
hospitals to accept as payment in full for in-
patient hospital services that are emergency
services (as defined in section 1853(b)(4)) that
are covered under this title and are furnished
to any individual enrolled under part C with
a MedicarePlus organization which does not
have a contract establishing payment
amounts for services furnished to members
of the organization the amounts that would
be made as a payment in full under this title
if the individuals were not so enrolled’’.
SEC. 15003. DUPLICATION AND COORDINATION

OF MEDICARE-RELATED PRODUCTS.
(a) TREATMENT OF CERTAIN HEALTH INSUR-

ANCE POLICIES AS NONDUPLICATIVE.—
(1) IN GENERAL.—Effective as if included in

the enactment of section 4354 of the Omnibus
Budget Reconciliation Act of 1990, section
1882(d)(3)(A) (42 U.S.C. 1395ss(d)(3)(A)) is
amended—

(A) by amending clause (i) to read as fol-
lows:

‘‘(i) It is unlawful for a person to sell or
issue to an individual entitled to benefits
under part A or enrolled under part B of this
title or electing a MedicarePlus product
under section 1805—

‘‘(I) a health insurance policy (other than a
medicare supplemental policy) with knowl-
edge that the policy duplicates health bene-
fits to which the individual is otherwise enti-
tled under this title or title XIX,

‘‘(II) in the case of an individual not elect-
ing a MedicarePlus product, a medicare sup-
plemental policy with knowledge that the in-
dividual is entitled to benefits under another
medicare supplemental policy, or

‘‘(III) in the case of an individual electing
a MedicarePlus product, a medicare supple-
mental policy with knowledge that the pol-
icy duplicates health benefits to which the
individual is otherwise entitled under this
title or under another medicare supple-
mental policy.’’;

(B) in clause (iii), by striking ‘‘clause (i)’’
and inserting ‘‘clause (i)(II)’’; and

(C) by adding at the end the following new
clauses:

‘‘(iv) For purposes of this subparagraph a
health insurance policy shall be considered
to ‘duplicate’ benefits under this title only
when, under its terms, the policy provides
specific reimbursement for identical items

and services to the extent paid for under this
title, and a health insurance policy providing
for benefits which are payable to or on behalf
of an individual without regard to other
health benefit coverage of such individual is
not considered to ‘duplicate’ any health ben-
efits under this title.

‘‘(v) For purposes of this subparagraph, a
health insurance policy (or a rider to an in-
surance contract which is not a health insur-
ance policy), including a policy (such as a
long-term care insurance contract described
in section 7702B(b) of the Internal Revenue
Code of 1986, as added by the Contract with
America Tax Relief Act of 1995 (H.R. 1215))
providing benefits for long-term care, nurs-
ing home care, home health care, or commu-
nity-based care, that coordinates against or
excludes items and services available or paid
for under this title and (for policies sold or
issued after January 1, 1996) that discloses
such coordination or exclusion in the pol-
icy’s outline of coverage, is not considered to
‘duplicate’ health benefits under this title.
For purposes of this clause, the terms ‘co-
ordinates’ and ‘coordination’ mean, with re-
spect to a policy in relation to health bene-
fits under this title, that the policy under its
terms is secondary to, or excludes from pay-
ment, items and services to the extent avail-
able or paid for under this title.

‘‘(vi) Notwithstanding any other provision
of law, no criminal or civil penalty may be
imposed at any time under this subpara-
graph and no legal action may be brought or
continued at any time in any Federal or
State court if the penalty or action is based
on an act or omission that occurred after No-
vember 5, 1991, and before the date of the en-
actment of this clause, and relates to the
sale, issuance, or renewal of any health in-
surance policy during such period, if such
policy meets the requirements of clause (iv)
or (v).

‘‘(vii) A State may not impose, with re-
spect to the sale or issuance of a policy (or
rider) that meets the requirements of this
title pursuant to clause (iv) or (v) to an indi-
vidual entitled to benefits under part A or
enrolled under part B or enrolled under a
MedicarePlus product under part C, any re-
quirement based on the premise that such a
policy or rider duplicates health benefits to
which the individual is otherwise entitled
under this title.’’.

(2) CONFORMING AMENDMENTS.—Section
1882(d)(3) (42 U.S.C. 1395ss(d)(3)) is amended—

(A) in subparagraph (B), by inserting ‘‘(in-
cluding any MedicarePlus product)’’ after
‘‘health insurance policies’’;

(B) in subparagraph (C)—
(i) by striking ‘‘with respect to (i)’’ and in-

serting ‘‘with respect to’’, and
(ii) by striking ‘‘, (ii) the sale’’ and all that

follows up to the period at the end; and
(C) by striking subparagraph (D).
(3) MEDICAREPLUS PRODUCTS NOT TREATED

AS MEDICARE SUPPLEMENTARY POLICIES.—Sec-
tion 1882(g) (42 U.S.C. 1395ss(g)) is amended
by inserting ‘‘a MedicarePlus product or’’
after ‘‘and does not include’’

(4) REPORT ON DUPLICATION AND COORDINA-
TION OF HEALTH INSURANCE POLICIES THAT ARE
NOT MEDICARE SUPPLEMENTAL POLICIES.—Not
later than 3 years after the date of the enact-
ment of this Act, the Secretary of Health
and Human Services shall prepare and sub-
mit to Congress a report on the advisability
and feasibility of restricting the sale to med-
icare beneficiaries of health insurance poli-
cies that duplicate (within the meaning of
section 1882(d)(3)(A) of the Social Security
Act) other health insurance policies that
such a beneficiary may have. In preparing
such report, the Secretary shall seek the ad-
vice of the National Association of Insurance
Commissioners and shall take into account
the standards established under section 1807

of the Social Security Act for the electronic
coordination of benefits.

(b) ADDITIONAL RULES RELATING TO INDIVID-
UALS ENROLLED IN MEDICAREPLUS PROD-
UCTS.—Section 1882 (42 U.S.C. 1395ss) is fur-
ther amended by adding at the end the fol-
lowing new subsection:

‘‘(u)(1) Notwithstanding the previous provi-
sions of this section, the following provisions
shall not apply to a health insurance policy
(other than a medicare supplemental policy)
provided to an individual who has elected the
MedicarePlus option under section 1805:

‘‘(A) Subsections (o)(1), (o)(2), (p)(1)(A)(i),
(p)(2), (p)(3), (p)(8), and (p)(9) (insofar as they
relate to limitations on benefits or groups of
benefits that may be offered).

‘‘(B) Subsection (r) (relating to loss-ra-
tios).

‘‘(2)(A) It is unlawful for a person to sell or
issue a policy described in subparagraph (B)
to an individual with knowledge that the in-
dividual has in effect under section 1805 an
election of a high deductible/medisave prod-
uct.

‘‘(B) A policy described in this subpara-
graph is a health insurance policy that pro-
vides for coverage of expenses that are other-
wise required to be counted toward meeting
the annual deductible amount provided
under the high deductible/medisave prod-
uct.’’.
SEC. 15004. TRANSITIONAL RULES FOR CURRENT

MEDICARE HMO PROGRAM.
(a) TRANSITION FROM CURRENT CON-

TRACTS.—
(1) LIMITATION ON NEW CONTRACTS.—
(A) NO NEW RISK-SHARING CONTRACTS AFTER

NEW STANDARDS ESTABLISHED.—The Sec-
retary of Health and Human Services (in this
section referred to as the ‘‘Secretary’’) shall
not enter into any risk-sharing contract
under section 1876 of the Social Security Act
with an eligible organization for any con-
tract year beginning on or after the date
standards for MedicarePlus organizations
and products are first established under sec-
tion 1856(a) of such Act with respect to
MedicarePlus organizations that are insurers
or health maintenance organizations unless
such a contract had been in effect under sec-
tion 1876 of such Act for the organization for
the previous contract year.

(B) NO NEW COST REIMBURSEMENT CON-
TRACTS.—The Secretary shall not enter into
any cost reimbursement contract under sec-
tion 1876 of the Social Security Act begin-
ning for any contract year beginning on or
after the date of the enactment of this Act.

(2) TERMINATION OF CURRENT CONTRACTS.—
(A) RISK-SHARING CONTRACTS.—Notwith-

standing any other provision of law, the Sec-
retary shall not extend or continue any risk-
sharing contract with an eligible organiza-
tion under section 1876 of the Social Security
Act (for which a contract was entered into
consistent with paragraph (1)(A)) for any
contract year beginning on or after 1 year
after the date standards described in para-
graph (1)(A) are established.

(B) COST REIMBURSEMENT CONTRACTS.—The
Secretary shall not extend or continue any
reasonable cost reimbursement contract
with an eligible organization under section
1876 of the Social Security Act for any con-
tract year beginning on or after January 1,
1998.

(b) CONFORMING PAYMENT RATES.—
(1) RISK-SHARING CONTRACTS.—Notwith-

standing any other provision of law, the Sec-
retary shall provide that payment amounts
under risk-sharing contracts under section
1876(a) of the Social Security Act for months
in a year (beginning with January 1996) shall
be computed—

(A) with respect to individuals entitled to
benefits under both parts A and B of title
XVIII of such Act, by substituting payment
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rates under section 1855(a) of such Act for
the payment rates otherwise established
under section 1876(a) of such Act, and

(B) with respect to individuals only enti-
tled to benefits under part B of such title, by
substituting an appropriate proportion of
such rates (reflecting the relative proportion
of payments under such title attributable to
such part) for the payment rates otherwise
established under section 1876(a) of such Act.

For purposes of carrying out this paragraph
for payment for months in 1996, the Sec-
retary shall compute, announce, and apply
the payment rates under section 1855(a) of
such Act (notwithstanding any deadlines
specified in such section) in as timely a man-
ner as possible and may (to the extent nec-
essary) provide for retroactive adjustment in
payments made not in accordance with such
rates.

(2) COST CONTRACTS.—Notwithstanding any
other provision of law, the Secretary shall
provide that payment amounts under cost
reimbursement contracts under section
1876(a) of the Social Security Act shall take
into account adjustments in payment
amounts made in parts A and B of title XVIII
of such Act pursuant to the amendments
made by this title.

(c) ELIMINATION OF 50:50 RULE.—
(1) IN GENERAL.—Section 1876 (42 U.S.C.

1395mm) is amended by striking subsection
(f).

(2) CONFORMING AMENDMENTS.—Section 1876
is further amended—

(A) in subsection (c)(3)(A)(i), by striking
‘‘would result in failure to meet the require-
ments of subsection (f) or’’, and

(B) in subsection (i)(1)(C), by striking ‘‘(e),
and (f)’’ and inserting ‘‘and (e)’’.

(3) EFFECTIVE DATE.—The amendments
made by this section shall apply to contract
years beginning on or after January 1, 1996.

PART 2—SPECIAL RULES FOR
MEDICAREPLUS MEDICAL SAVINGS AC-
COUNTS

SEC. 15011. MEDICAREPLUS MSA’S.
(a) IN GENERAL.—Part III of subchapter B

of chapter 1 of the Internal Revenue Code of
1986 (relating to amounts specifically ex-
cluded from gross income) is amended by re-
designating section 137 as section 138 and by
inserting after section 136 the following new
section:
‘‘SEC. 137. MEDICAREPLUS MSA’S.

‘‘(a) EXCLUSION.—Gross income shall not
include any payment to the MedicarePlus
MSA of an individual by the Secretary of
Health and Human Services under section
1855(f)(1)(B) of the Social Security Act.

‘‘(b) MEDICAREPLUS MSA.—For purposes of
this section—

‘‘(1) MEDICAREPLUS MSA.—The term
‘MedicarePlus MSA’ means a trust created
or organized in the United States exclusively
for the purpose of paying the qualified medi-
cal expenses of the account holder, but only
if the written governing instrument creating
the trust meets the following requirements:

‘‘(A) Except in the case of a trustee-to-
trustee transfer described in subsection
(d)(4), no contribution will be accepted un-
less it is made by the Secretary of Health
and Human Services under section
1855(f)(1)(B) of the Social Security Act.

‘‘(B) The trustee is a bank (as defined in
section 408(n)), an insurance company (as de-
fined in section 816), or another person who
demonstrates to the satisfaction of the Sec-
retary that the manner in which such person
will administer the trust will be consistent
with the requirements of this section.

‘‘(C) No part of the trust assets will be in-
vested in life insurance contracts.

‘‘(D) The assets of the trust will not be
commingled with other property except in a

common trust fund or common investment
fund.

‘‘(E) The interest of an individual in the
balance in his account is nonforfeitable.

‘‘(F) Trustee-to-trustee transfers described
in subsection (d)(4) may be made to and from
the trust.

‘‘(2) QUALIFIED MEDICAL EXPENSES.—
‘‘(A) IN GENERAL.—The term ‘qualified

medical expenses’ means, with respect to an
account holder, amounts paid by such hold-
er—

‘‘(i) for medical care (as defined in section
213(d)) for the account holder, but only to
the extent such amounts are not com-
pensated for by insurance or otherwise, or

‘‘(ii) for long-term care insurance for the
account holder.

‘‘(B) HEALTH INSURANCE MAY NOT BE PUR-
CHASED FROM ACCOUNT.—Subparagraph (A)(i)
shall not apply to any payment for insur-
ance.

‘‘(3) ACCOUNT HOLDER.—The term ‘account
holder’ means the individual on whose behalf
the MedicarePlus MSA is maintained.

‘‘(4) CERTAIN RULES TO APPLY.—Rules simi-
lar to the rules of subsections (g) and (h) of
section 408 shall apply for purposes of this
section.

‘‘(c) TAX TREATMENT OF ACCOUNTS.—
‘‘(1) IN GENERAL.—A MedicarePlus MSA is

exempt from taxation under this subtitle un-
less such MSA has ceased to be a
MedicarePlus MSA by reason of paragraph
(2). Notwithstanding the preceding sentence,
any such MSA is subject to the taxes im-
posed by section 511 (relating to imposition
of tax on unrelated business income of chari-
table, etc. organizations).

‘‘(2) ACCOUNT ASSETS TREATED AS DISTRIB-
UTED IN THE CASE OF PROHIBITED TRANS-
ACTIONS OR ACCOUNT PLEDGED AS SECURITY
FOR LOAN.—Rules similar to the rules of
paragraphs (2) and (4) of section 408(e) shall
apply to MedicarePlus MSA’s, and any
amount treated as distributed under such
rules shall be treated as not used to pay
qualified medical expenses.

‘‘(d) TAX TREATMENT OF DISTRIBUTIONS.—
‘‘(1) INCLUSION OF AMOUNTS NOT USED FOR

QUALIFIED MEDICAL EXPENSES.—No amount
shall be included in the gross income of the
account holder by reason of a payment or
distribution from a MedicarePlus MSA
which is used exclusively to pay the qualified
medical expenses of the account holder. Any
amount paid or distributed from a
MedicarePlus MSA which is not so used shall
be included in the gross income of such hold-
er.

‘‘(2) PENALTY FOR DISTRIBUTIONS NOT USED
FOR QUALIFIED MEDICAL EXPENSES IF MINIMUM
BALANCE NOT MAINTAINED.—

‘‘(A) IN GENERAL.—The tax imposed by this
chapter for any taxable year in which there
is a payment or distribution from a
MedicarePlus MSA which is not used exclu-
sively to pay the qualified medical expenses
of the account holder shall be increased by 50
percent of the excess (if any) of—

‘‘(i) the amount of such payment or dis-
tribution, over

‘‘(ii) the excess (if any) of—
‘‘(I) the fair market value of the assets in

the MedicarePlus MSA as of the close of the
calendar year preceding the calendar year in
which the taxable year begins, over

‘‘(II) an amount equal to 60 percent of the
deductible under the high deductible/
medisave product covering the account hold-
er as of January 1 of the calendar year in
which the taxable year begins.

‘‘(B) EXCEPTIONS.—Subparagraph (A) shall
not apply if the payment or distribution is
made on or after the date the account hold-
er—

‘‘(i) becomes disabled within the meaning
of section 72(m)(7), or

‘‘(ii) dies.
‘‘(C) SPECIAL RULES.—For purposes of sub-

paragraph (A)—
‘‘(i) all MedicarePlus MSA’s of the account

holder shall be treated as 1 account,
‘‘(ii) all payments and distributions not

used exclusively to pay the qualified medical
expenses of the account holder during any
taxable year shall be treated as 1 distribu-
tion, and

‘‘(iii) any distribution of property shall be
taken into account at its fair market value
on the date of the distribution.

‘‘(3) WITHDRAWAL OF ERRONEOUS CONTRIBU-
TIONS.—Paragraphs (1) and (2) shall not apply
to any payment or distribution from a
MedicarePlus MSA to the Secretary of
Health and Human Services of an erroneous
contribution to such MSA and of the net in-
come attributable to such contribution.

‘‘(4) TRUSTEE-TO-TRUSTEE TRANSFERS.—
Paragraphs (1) and (2) shall not apply to any
trustee-to-trustee transfer from a
MedicarePlus MSA of an account holder to
another MedicarePlus MSA of such account
holder.

‘‘(5) COORDINATION WITH MEDICAL EXPENSE
DEDUCTION.—For purposes of section 213, any
payment or distribution out of a
MedicarePlus MSA for qualified medical ex-
penses shall not be treated as an expense
paid for medical care.

‘‘(e) TREATMENT OF ACCOUNT AFTER DEATH
OF ACCOUNT HOLDER.—

‘‘(1) TREATMENT IF DESIGNATED BENEFICIARY
IS SPOUSE.—

‘‘(A) IN GENERAL.—In the case of an ac-
count holder’s interest in a MedicarePlus
MSA which is payable to (or for the benefit
of) such holder’s spouse upon the death of
such holder, such MedicarePlus MSA shall be
treated as a MedicarePlus MSA of such
spouse as of the date of such death.

‘‘(B) SPECIAL RULES IF SPOUSE NOT MEDI-
CARE ELIGIBLE.—If, as of the date of such
death, such spouse is not entitled to benefits
under title XVIII of the Social Security Act,
then after the date of such death—

‘‘(i) the Secretary of Health and Human
Services may not make any payments to
such MedicarePlus MSA, other than pay-
ments attributable to periods before such
date,

‘‘(ii) in applying subsection (b)(2) with re-
spect to such MedicarePlus MSA, references
to the account holder shall be treated as in-
cluding references to any dependent (as de-
fined in section 152) of such spouse and any
subsequent spouse of such spouse, and

‘‘(iii) in lieu of applying subsection (d)(2),
the rules of section 220(f)(2) shall apply.

‘‘(2) TREATMENT IF DESIGNATED BENEFICIARY
IS NOT SPOUSE.—In the case of an account
holder’s interest in a MedicarePlus MSA
which is payable to (or for the benefit of) any
person other than such holder’s spouse upon
the death of such holder—

‘‘(A) such account shall cease to be a
MedicarePlus MSA as of the date of death,
and

‘‘(B) an amount equal to the fair market
value of the assets in such account on such
date shall be includible—

‘‘(i) if such person is not the estate of such
holder, in such person’s gross income for the
taxable year which includes such date, or

‘‘(ii) if such person is the estate of such
holder, in such holder’s gross income for last
taxable year of such holder.

‘‘(f) REPORTS.—
‘‘(1) IN GENERAL.—The trustee of a

MedicarePlus MSA shall make such reports
regarding such account to the Secretary and
to the account holder with respect to—

‘‘(A) the fair market value of the assets in
such MedicarePlus MSA as of the close of
each calendar year, and
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‘‘(B) contributions, distributions, and

other matters,

as the Secretary may require by regulations.
‘‘(2) TIME AND MANNER OF REPORTS.—The

reports required by this subsection—
‘‘(A) shall be filed at such time and in such

manner as the Secretary prescribes in such
regulations, and

‘‘(B) shall be furnished to the account hold-
er—

‘‘(i) not later than January 31 of the cal-
endar year following the calendar year to
which such reports relate, and

‘‘(ii) in such manner as the Secretary pre-
scribes in such regulations.’’

(b) EXCLUSION OF MEDICAREPLUS MSA’S
FROM ESTATE TAX.—Part IV of subchapter A
of chapter 11 of such Code is amended by add-
ing at the end the following new section:
‘‘SEC. 2057. MEDICAREPLUS MSA’S.

‘‘For purposes of the tax imposed by sec-
tion 2001, the value of the taxable estate
shall be determined by deducting from the
value of the gross estate an amount equal to
the value of any MedicarePlus MSA (as de-
fined in section 137(b)) included in the gross
estate.’’

(c) TAX ON PROHIBITED TRANSACTIONS.—
(1) Section 4975 of such Code (relating to

tax on prohibited transactions) is amended
by adding at the end of subsection (c) the fol-
lowing new paragraph:

‘‘(4) SPECIAL RULE FOR MEDICAREPLUS
MSA’S.—An individual for whose benefit a
MedicarePlus MSA (within the meaning of
section 137(b)) is established shall be exempt
from the tax imposed by this section with re-
spect to any transaction concerning such ac-
count (which would otherwise be taxable
under this section) if, with respect to such
transaction, the account ceases to be a
MedicarePlus MSA by reason of the applica-
tion of section 137(c)(2) to such account.’’

(2) Paragraph (1) of section 4975(e) of such
Code is amended to read as follows:

‘‘(1) PLAN.—For purposes of this section,
the term ‘plan’ means—

‘‘(A) a trust described in section 401(a)
which forms a part of a plan, or a plan de-
scribed in section 403(a), which trust or plan
is exempt from tax under section 501(a),

‘‘(B) an individual retirement account de-
scribed in section 408(a),

‘‘(C) an individual retirement annuity de-
scribed in section 408(b),

‘‘(D) a medical savings account described
in section 220(d),

‘‘(E) a MedicarePlus MSA described in sec-
tion 137(b), or

‘‘(F) a trust, plan, account, or annuity
which, at any time, has been determined by
the Secretary to be described in any preced-
ing subparagraph of this paragraph.’’

(d) FAILURE TO PROVIDE REPORTS ON
MEDICAREPLUS MSA’S.—

(1) Subsection (a) of section 6693 of such
Code (relating to failure to provide reports
on individual retirement accounts or annu-
ities) is amended to read as follows:

‘‘(a) REPORTS.—
‘‘(1) IN GENERAL.—If a person required to

file a report under a provision referred to in
paragraph (2) fails to file such report at the
time and in the manner required by such
provision, such person shall pay a penalty of
$50 for each failure unless it is shown that
such failure is due to reasonable cause.

‘‘(2) PROVISIONS.—The provisions referred
to in this paragraph are—

‘‘(A) subsections (i) and (l) of section 408
(relating to individual retirement plans),

‘‘(B) section 220(h) (relating to medical
savings accounts), and

‘‘(C) section 137(f) (relating to
MedicarePlus MSA’s).’’

(2) The section heading for section 6693 of
such Code is amended to read as follows:

‘‘SEC. 6693. FAILURE TO FILE REPORTS ON INDI-
VIDUAL RETIREMENT PLANS AND
CERTAIN OTHER TAX-FAVORED AC-
COUNTS; PENALTIES RELATING TO
DESIGNATED NONDEDUCTIBLE CON-
TRIBUTIONS.’’

(e) CLERICAL AMENDMENTS.—
(1) The table of sections for part III of sub-

chapter B of chapter 1 of such Code is amend-
ed by striking the last item and inserting
the following:

‘‘Sec. 137. MedicarePlus MSA’s.
‘‘Sec. 138. Cross references to other Acts.’’

(2) The table of sections for part 1 of sub-
chapter B of chapter 68 of such Code is
amended by striking the item relating to
section 6693 and inserting the following new
item:

‘‘Sec. 6693. Failure to file reports on individ-
ual retirement plans and cer-
tain other tax-favored ac-
counts; penalties relating to
designated nondeductible con-
tributions.’’

(3) The table of sections for part IV of sub-
chapter A of chapter 11 of such Code is
amended by adding at the end the following
new item:

‘‘Sec. 2057. MedicarePlus MSA’s.’’

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1996.
SEC. 15012. CERTAIN REBATES EXCLUDED FROM

GROSS INCOME.
(a) IN GENERAL.—Section 105 of the Inter-

nal Revenue Code of 1986 (relating to
amounts received under accident and health
plans) is amended by adding at the end the
following new subsection:

‘‘(j) CERTAIN REBATES UNDER SOCIAL SECU-
RITY ACT.—Gross income does not include
any rebate received under section
1852(e)(1)(A) of the Social Security Act dur-
ing the taxable year.’’

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to
amounts received after the date of the enact-
ment of this Act.

PART 3—SPECIAL ANTITRUST RULE FOR
PROVIDER SERVICE NETWORKS

SEC. 15021. APPLICATION OF ANTITRUST RULE
OF REASON TO PROVIDER SERVICE
NETWORKS.

(a) RULE OF REASON STANDARD.—In any ac-
tion under the antitrust laws, or under any
State law similar to the antitrust laws—

(1) the conduct of a provider service net-
work in negotiating, making, or performing
a contract (including the establishment and
modification of a fee schedule and the devel-
opment of a panel of physicians), to the ex-
tent such contract is for the purpose of pro-
viding health care services to individuals
under the terms of a MedicarePlus PSO prod-
uct, and

(2) the conduct of any member of such net-
work for the purpose of providing such
health care services under such contract to
such extent,
shall not be deemed illegal per se. Such con-
duct shall be judged on the basis of its rea-
sonableness, taking into account all relevant
factors affecting competition, including the
effects on competition in properly defined
markets.

(b) DEFINITIONS.—For purposes of sub-
section (a):

(1) ANTITRUST LAWS.—The term ‘‘antitrust
laws’’ has the meaning given it in subsection
(a) of the first section of the Clayton Act (15
U.S.C. 12), except that such term includes
section 5 of the Federal Trade Commission
Act (15 U.S.C. 45) to the extent that such sec-
tion 5 applies to unfair methods of competi-
tion.

(2) HEALTH CARE PROVIDER.—The term
‘‘health care provider’’ means any individual
or entity that is engaged in the delivery of
health care services in a State and that is re-
quired by State law or regulation to be li-
censed or certified by the State to engage in
the delivery of such services in the State.

(3) HEALTH CARE SERVICE.—The term
‘‘health care service’’ means any service for
which payment may be made under a
MedicarePlus PSO product including serv-
ices related to the delivery or administra-
tion of such service.

(4) MEDICAREPLUS PROGRAM.—The term
‘‘MedicarePlus program’’ means the program
under part C of title XVIII of the Social Se-
curity Act.

(5) MEDICAREPLUS PSO PRODUCT.—The
term ‘‘MedicarePlus PSO product’’ means a
MedicarePlus product offered by a provider-
sponsored organization under part C of title
XVIII of the Social Security Act.

(6) PROVIDER SERVICE NETWORK.—The term
‘‘provider service network’’ means an organi-
zation that—

(A) is organized by, operated by, and com-
posed of members who are health care pro-
viders and for purposes that include provid-
ing health care services,

(B) is funded in part by capital contribu-
tions made by the members of such organiza-
tion,

(C) with respect to each contract made by
such organization for the purpose of provid-
ing a type of health care service to individ-
uals under the terms of a MedicarePlus PSO
product—

(i) requires all members of such organiza-
tion who engage in providing such type of
health care service to agree to provide
health care services of such type under such
contract,

(ii) receives the compensation paid for the
health care services of such type provided
under such contract by such members, and

(iii) provides for the distribution of such
compensation,

(D) has established, consistent with the re-
quirements of the MedicarePlus program for
provider-sponsored organizations, a program
to review, pursuant to written guidelines,
the quality, efficiency, and appropriateness
of treatment methods and setting of services
for all health care providers and all patients
participating in such product, along with in-
ternal procedures to correct identified defi-
ciencies relating to such methods and such
services,

(E) has established, consistent with the re-
quirements of the MedicarePlus program for
provider-sponsored organizations, a program
to monitor and control utilization of health
care services provided under such product,
for the purpose of improving efficient, appro-
priate care and eliminating the provision of
unnecessary health care services,

(F) has established a management program
to coordinate the delivery of health care
services for all health care providers and all
patients participating in such product, for
the purpose of achieving efficiencies and en-
hancing the quality of health care services
provided, and

(G) has established, consistent with the re-
quirements of the MedicarePlus program for
provider-sponsored organizations, a griev-
ance and appeal process for such organiza-
tion designed to review and promptly resolve
beneficiary or patient grievances and com-
plaints.
Such term may include a provider-sponsored
organization.

(7) PROVIDER-SPONSORED ORGANIZATION.—
The term ‘‘provider-sponsored organization’’
means a MedicarePlus organization under
the MedicarePlus program that is a provider-
sponsored organization (as defined in section
ll of the Social Security Act).
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(8) STATE.—The term ‘‘State’’ has the

meaning given it in section 4G(2) of the Clay-
ton Act (15 U.S.C. 15g(2)).

(c) ISSUANCE OF GUIDELINES.—Not later
than 120 days after the date of the enactment
of this Act, the Attorney General and the
Federal Trade Commission shall issue joint-
ly guidelines specifying the enforcement
policies and analytical principles that will
be applied by the Department of Justice and
the Commission with respect to the oper-
ation of subsection (a).

PART 4—COMMISSIONS
SEC. 15031. MEDICARE PAYMENT REVIEW COM-

MISSION.
(a) IN GENERAL.—Title XVIII, as amended

by section 15001(a), is amended by inserting
after section 1805 the following new section:

‘‘MEDICARE PAYMENT REVIEW COMMISSION

‘‘SEC. 1806. (a) ESTABLISHMENT.—There is
hereby established the Medicare Payment
Review Commission (in this section referred
to as the ‘Commission’).

‘‘(b) DUTIES.—
‘‘(1) GENERAL DUTIES AND REPORTS.—
‘‘(A) IN GENERAL.—The Commission shall

review, and make recommendations to Con-
gress concerning, payment policies under
this title.

‘‘(B) ANNUAL REPORTS.—By not later than
June 1 of each year, the Commission shall
submit a report to Congress containing an
examination of issues affecting the medicare
program, including the implications of
changes in health care delivery in the United
States and in the market for health care
services on the medicare program.

‘‘(C) ADDITIONAL REPORTS.—The Commis-
sion may submit to Congress from time to
time such other reports as the Commission
deems appropriate. By not later than May 1,
1997, the Commission shall submit to Con-
gress a report on the matter described in
paragraph (2)(G).

‘‘(D) SECRETARIAL RESPONSE IN RULE-
MAKING.—The Secretary shall respond to rec-
ommendations of the Commission in notices
of rulemaking proceedings under this title.

‘‘(2) SPECIFIC DUTIES RELATING TO
MEDICAREPLUS PROGRAM.—Specifically, the
Commission shall review, with respect to the
MedicarePlus program under part C—

‘‘(A) the appropriateness of the methodol-
ogy for making payment to plans under such
program, including the making of differen-
tial payments and the distribution of dif-
ferential updates among different payment
areas);

‘‘(B) the appropriateness of the mecha-
nisms used to adjust payments for risk and
the need to adjust such mechanisms to take
into account health status of beneficiaries;

‘‘(C) the implications of risk selection both
among MedicarePlus organizations and be-
tween the MedicarePlus option and the non-
MedicarePlus option;

‘‘(D) in relation to payment under part C,
the development and implementation of
mechanisms to assure the quality of care for
those enrolled with MedicarePlus organiza-
tions;

‘‘(F) the impact of the MedicarePlus pro-
gram on access to care for medicare bene-
ficiaries;

‘‘(G) the feasibility and desirability of ex-
tending the rules for open enrollment that
apply during the transition period to apply
in each county during the first 2 years in
which MedicarePlus products are made
available to individuals residing in the coun-
ty; and

‘‘(H) other major issues in implementation
and further development of the MedicarePlus
program.

‘‘(3) SPECIFIC DUTIES RELATING TO THE
FAILSAFE BUDGET MECHANISM.—Specifically,
the Commission shall review, with respect to

the failsafe budget mechanism described in
section 1895—

‘‘(A) the appropriateness of the expendi-
ture projections by the Secretary under sec-
tion 1895(c) for each medicare sector;

‘‘(B) the appropriateness of the growth fac-
tors for each sector and the ability to take
into account substitution across sectors;

‘‘(C) the appropriateness of the mecha-
nisms for implementing reductions in pay-
ment amounts for different sectors, includ-
ing any adjustments to reflect changes in
volume or intensity resulting for any pay-
ment reductions;

‘‘(D) the impact of the mechanism on pro-
vider participation in parts A and B and in
the MedicarePlus program; and

‘‘(E) the appropriateness of the medicare
benefit budget (under section 1895(c)(2)(C) of
the Social Security Act), particularly for fis-
cal years after fiscal year 2002.

‘‘(4) SPECIFIC DUTIES RELATING TO THE FEE-
FOR-SERVICE SYSTEM.—Specifically, the Com-
mission shall review payment policies under
parts A and B, including—

‘‘(A) the factors affecting expenditures for
services in different sectors, including the
process for updating hospital, physician, and
other fees,

‘‘(B) payment methodologies; and
‘‘(C) the impact of payment policies on ac-

cess and quality of care for medicare bene-
ficiaries.

‘‘(5) SPECIFIC DUTIES RELATING TO INTER-
ACTION OF PAYMENT POLICIES WITH HEALTH
CARE DELIVERY GENERALLY.—Specifically the
Commission shall review the effect of pay-
ment policies under this title on the delivery
of health care services under this title and
assess the implications of changes in the
health services market on the medicare pro-
gram.

‘‘(c) MEMBERSHIP.—
‘‘(1) NUMBER AND APPOINTMENT.—The Com-

mission shall be composed of 15 members ap-
pointed by the Comptroller General.

‘‘(2) QUALIFICATIONS.—The membership of
the Commission shall include individuals
with national recognition for their expertise
in health finance and economics, actuarial
science, health facility management, health
plans and integrated delivery systems, reim-
bursement of health facilities, allopathic and
osteopathic physicians, and other providers
of services, and other related fields, who pro-
vide a mix of different professionals, broad
geographic representation, and a balance be-
tween urban and rural representatives, in-
cluding physicians and other health profes-
sionals, employers, third party payors, indi-
viduals skilled in the conduct and interpre-
tation of biomedical, health services, and
health economics research and expertise in
outcomes and effectiveness research and
technology assessment. Such membership
shall also include representatives of consum-
ers and the elderly.

‘‘(3) CONSIDERATIONS IN INITIAL APPOINT-
MENT.—To the extent possible, in first ap-
pointing members to the Commission the
Comptroller General shall consider appoint-
ing individuals who (as of the date of the en-
actment of this section) were serving on the
Prospective Payment Assessment Commis-
sion or the Physician Payment Review Com-
mission.

‘‘(4) TERMS.—
‘‘(A) IN GENERAL.—The terms of members

of the Commission shall be for 3 years except
that the Comptroller General shall designate
staggered terms for the members first ap-
pointed.

‘‘(B) VACANCIES.—Any member appointed
to fill a vacancy occurring before the expira-
tion of the term for which the member’s
predecessor was appointed shall be appointed
only for the remainder of that term. A mem-
ber may serve after the expiration of that

member’s term until a successor has taken
office. A vacancy in the Commission shall be
filled in the manner in which the original ap-
pointment was made.

‘‘(5) COMPENSATION.—While serving on the
business of the Commission (including trav-
eltime), a member of the Commission shall
be entitled to compensation at the per diem
equivalent of the rate provided for level IV of
the Executive Schedule under section 5315 of
title 5, United States Code; and while so
serving away from home and member’s regu-
lar place of business, a member may be al-
lowed travel expenses, as authorized by the
Chairman of the Commission. Physicians
serving as personnel of the Commission may
be provided a physician comparability allow-
ance by the Commission in the same manner
as Government physicians may be provided
such an allowance by an agency under sec-
tion 5948 of title 5, United States Code, and
for such purpose subsection (i) of such sec-
tion shall apply to the Commission in the
same manner as it applies to the Tennessee
Valley Authority. For purposes of pay (other
than pay of members of the Commission) and
employment benefits, rights, and privileges,
all personnel of the Commission shall be
treated as if they were employees of the
United States Senate.

‘‘(6) CHAIRMAN; VICE CHAIRMAN.—The Comp-
troller General shall designate a member of
the Commission, at the time of appointment
of the member, as Chairman and a member
as Vice Chairman for that term of appoint-
ment.

‘‘(7) MEETINGS.—The Commission shall
meet at the call of the Chairman.

‘‘(d) DIRECTOR AND STAFF; EXPERTS AND
CONSULTANTS.—Subject to such review as the
Comptroller General deems necessary to as-
sure the efficient administration of the Com-
mission, the Commission may—

‘‘(1) employ and fix the compensation of an
Executive Director (subject to the approval
of the Comptroller General) and such other
personnel as may be necessary to carry out
its duties (without regard to the provisions
of title 5, United States Code, governing ap-
pointments in the competitive service);

‘‘(2) seek such assistance and support as
may be required in the performance of its du-
ties from appropriate Federal departments
and agencies;

‘‘(3) enter into contracts or make other ar-
rangements, as may be necessary for the
conduct of the work of the Commission
(without regard to section 3709 of the Re-
vised Statutes (41 U.S.C. 5));

‘‘(4) make advance, progress, and other
payments which relate to the work of the
Commission;

‘‘(5) provide transportation and subsistence
for persons serving without compensation;
and

‘‘(6) prescribe such rules and regulations as
it deems necessary with respect to the inter-
nal organization and operation of the Com-
mission.

‘‘(e) POWERS.—
‘‘(1) OBTAINING OFFICIAL DATA.—The Com-

mission may secure directly from any de-
partment or agency of the United States in-
formation necessary to enable it to carry out
this section. Upon request of the Chairman,
the head of that department or agency shall
furnish that information to the Commission
on an agreed upon schedule.

‘‘(2) DATA COLLECTION.—In order to carry
out its functions, the Commission shall col-
lect and assess information.

‘‘(A) utilize existing information, both pub-
lished and unpublished, where possible, col-
lected and assessed either by its own staff or
under other arrangements made in accord-
ance with this section,
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‘‘(B) carry out, or award grants or con-

tracts for, original research and experimen-
tation, where existing information is inad-
equate, and

‘‘(C) adopt procedures allowing any inter-
ested party to submit information for the
Commission’s use in making reports and rec-
ommendations.

‘‘(3) ACCESS OF GAO TO INFORMATION.—The
Comptroller General shall have unrestricted
access to all deliberations, records, and data
of the Commission, immediately upon re-
quest.

‘‘(4) PERIODIC AUDIT.—The Commission
shall be subject to periodic audit by the Gen-
eral Accounting Office.

‘‘(f) AUTHORIZATION OF APPROPRIATIONS.—
‘‘(1) REQUEST FOR APPROPRIATIONS.—The

Commission shall submit requests for appro-
priations in the same manner as the Comp-
troller General submits requests for appro-
priations, but amounts appropriated for the
Commission shall be separate from amounts
appropriated for the Comptroller General.

‘‘(2) AUTHORIZATION.—There are authorized
to be appropriated such sums as may be nec-
essary to carry out the provisions of this sec-
tion. 60 percent of such appropriation shall
be payable from the Federal Hospital Insur-
ance Trust Fund, and 40 percent of such ap-
propriation shall be payable from the Fed-
eral Supplementary Medical Insurance Trust
Fund.’’.

(b) ABOLITION OF PROPAC AND PPRC.—
(1) PROPAC.—
(A) IN GENERAL.—Section 1886(e) (42 U.S.C.

1395ww(e)) is amended—
(i) by striking paragraphs (2) and (6); and
(ii) in paragraph (3), by striking ‘‘(A) The

Commission’’ and all that follows through
‘‘(B)’’.

(B) CONFORMING AMENDMENT.—Section 1862
(42 U.S.C. 1395y) is amended by striking
‘‘Prospective Payment Assessment Commis-
sion’’ each place it appears in subsection
(a)(1)(D) and subsection (i) and inserting
‘‘Medicare Payment Review Commission’’.

(2) PPRC.—
(A) IN GENERAL.—Title XVIII is amended

by striking section 1845 (42 U.S.C. 1395w–1).
(B) CONFORMING AMENDMENTS.—
(i) Section 1834(b)(2) (42 U.S.C. 1395m(b)(2))

is amended by striking ‘‘Physician Payment
Review Commission’’ and inserting ‘‘Medi-
care Payment Review Commission’’.

(ii) Section 1842(b) (42 U.S.C. 1395u(b)) is
amended by striking ‘‘Physician Payment
Review Commission’’ each place it appears
in paragraphs (9)(D) and (14)(C)(i) and insert-
ing ‘‘Medicare Payment Review Commis-
sion’’.

(iii) Section 1848 (42 U.S.C. 1395w@4) is
amended by striking ‘‘Physician Payment
Review Commission’’ and inserting ‘‘Medi-
care Payment Review Commission’’ each
place it appears in paragraph (2)(A)(ii),
(2)(B)(iii), and (5) of subsection (c), sub-
section (d)(2)(F), paragraphs (1)(B), (3), and
(4)(A) of subsection (f), and paragraphs (6)(C)
and (7)(C) of subsection (g).

(c) EFFECTIVE DATE; TRANSITION.—
(1) IN GENERAL.—The Comptroller General

shall first provide for appointment of mem-
bers to the Medicare Payment Review Com-
mission (in this subsection referred to as
‘‘MPRC’’) by not later than March 31, 1996.

(2) TRANSITION.—Effective on a date (not
later than 30 days after the date a majority
of members of the MPRC have first been ap-
pointed, the Prospective Payment Assess-
ment Commission (in this subsection re-
ferred to as ‘‘ProPAC’’) and the Physician
Payment Review Commission (in this sub-
section referred to as ‘‘PPRC’’), and amend-
ments made by subsection (b), are termi-
nated. The Comptroller General, to the max-
imum extent feasible, shall provide for the
transfer to the MPRC of assets and staff of

ProPAC and PPRC, without any loss of bene-
fits or seniority by virtue of such transfers.
Fund balances available to the ProPAC or
PPRC for any period shall be available to the
MPRC for such period for like purposes.

(3) CONTINUING RESPONSIBILITY FOR RE-
PORTS.—The MPRC shall be responsible for
the preparation and submission of reports re-
quired by law to be submitted (and which
have not been submitted by the date of es-
tablishment of the MPRC) by the ProPAC
and PPRC, and, for this purpose, any ref-
erence in law to either such Commission is
deemed, after the appointment of the MPRC,
to refer to the MPRC.
SEC. 15032. COMMISSION ON THE EFFECT OF THE

BABY BOOM GENERATION ON THE
MEDICARE PROGRAM.

(a) ESTABLISHMENT.—There is established a
commission to be known as the Commission
on the Effect of the Baby Boom Generation
on the Medicare Program (in this section re-
ferred to as the ‘‘Commission’’).

(b) DUTIES.—
(1) IN GENERAL.—The Commission shall—
(A) examine the financial impact on the

medicare program of the significant increase
in the number of medicare eligible individ-
uals which will occur beginning approxi-
mately during 2010 and lasting for approxi-
mately 25 years, and

(B) make specific recommendations to the
Congress respecting a comprehensive ap-
proach to preserve the medicare program for
the period during which such individuals are
eligible for medicare.

(2) CONSIDERATIONS IN MAKING REC-
OMMENDATIONS.—In making its recommenda-
tions, the Commission shall consider the fol-
lowing:

(A) The amount and sources of Federal
funds to finance the medicare program, in-
cluding the potential use of innovative fi-
nancing methods.

(B) The most efficient and effective man-
ner of administering the program, including
the appropriateness of continuing the appli-
cation of the failsafe budget mechanism
under section 1895 of the Social Security Act
for fiscal years after fiscal year 2002 and the
appropriate long-term growth rates for con-
tributions electing coverage under
MedicarePlus under part C of title XVIII of
such Act.

(C) Methods used by other nations to re-
spond to comparable demographic patterns
in eligibility for health care benefits for el-
derly and disabled individuals.

(D) Modifying age-based eligibility to cor-
respond to changes in age-based eligibility
under the OASDI program.

(E) Trends in employment-related health
care for retirees, including the use of medi-
cal savings accounts and similar financing
devices.

(c) MEMBERSHIP.—
(1) APPOINTMENT.—The Commission shall

be composed of 15 members appointed as fol-
lows:

(A) The President shall appoint 3 members.
(B) The Majority Leader of the Senate

shall appoint, after consultation with the
minority leader of the Senate, 6 members, of
whom not more than 4 may be of the same
political party.

(C) The Speaker of the House of Represent-
atives shall appoint, after consultation with
the minority leader of the House of Rep-
resentatives, 6 members, of whom not more
than 4 may be of the same political party.

(2) CHAIRMAN AND VICE CHAIRMAN.—The
Commission shall elect a Chairman and Vice
Chairman from among its members.

(3) VACANCIES.—Any vacancy in the mem-
bership of the Commission shall be filled in
the manner in which the original appoint-
ment was made and shall not affect the

power of the remaining members to execute
the duties of the Commission.

(4) QUORUM.—A quorum shall consist of 8
members of the Commission, except that 4
members may conduct a hearing under sub-
section (e).

(5) MEETINGS.—The Commission shall meet
at the call of its Chairman or a majority of
its members.

(6) COMPENSATION AND REIMBURSEMENT OF

EXPENSES.—Members of the Commission are
not entitled to receive compensation for
service on the Commission. Members may be
reimbursed for travel, subsistence, and other
necessary expenses incurred in carrying out
the duties of the Commission.

(d) STAFF AND CONSULTANTS.—
(1) STAFF.—The Commission may appoint

and determine the compensation of such
staff as may be necessary to carry out the
duties of the Commission. Such appoint-
ments and compensation may be made with-
out regard to the provisions of title 5, United
States Code, that govern appointments in
the competitive services, and the provisions
of chapter 51 and subchapter III of chapter 53
of such title that relate to classifications
and the General Schedule pay rates.

(2) CONSULTANTS.—The Commission may
procure such temporary and intermittent
services of consultants under section 3109(b)
of title 5, United States Code, as the Com-
mission determines to be necessary to carry
out the duties of the Commission.

(e) POWERS.—
(1) HEARINGS AND OTHER ACTIVITIES.—For

the purpose of carrying out its duties, the
Commission may hold such hearings and un-
dertake such other activities as the Commis-
sion determines to be necessary to carry out
its duties.

(2) STUDIES BY GAO.—Upon the request of
the Commission, the Comptroller General
shall conduct such studies or investigations
as the Commission determines to be nec-
essary to carry out its duties.

(3) COST ESTIMATES BY CONGRESSIONAL
BUDGET OFFICE.—

(A) Upon the request of the Commission,
the Director of the Congressional Budget Of-
fice shall provide to the Commission such
cost estimates as the Commission deter-
mines to be necessary to carry out its duties.

(B) The Commission shall reimburse the
Director of the Congressional Budget Office
for expenses relating to the employment in
the office of the Director of such additional
staff as may be necessary for the Director to
comply with requests by the Commission
under subparagraph (A).

(4) DETAIL OF FEDERAL EMPLOYEES.—Upon
the request of the Commission, the head of
any Federal agency is authorized to detail,
without reimbursement, any of the personnel
of such agency to the Commission to assist
the Commission in carrying out its duties.
Any such detail shall not interrupt or other-
wise affect the civil service status or privi-
leges of the Federal employee.

(5) TECHNICAL ASSISTANCE.—Upon the re-
quest of the Commission, the head of a Fed-
eral agency shall provide such technical as-
sistance to the Commission as the Commis-
sion determines to be necessary to carry out
its duties.

(6) USE OF MAILS.—The Commission may
use the United States mails in the same
manner and under the same conditions as
Federal agencies and shall, for purposes of
the frank, be considered a commission of
Congress as described in section 3215 of title
39, United States Code.

(7) OBTAINING INFORMATION.—The Commis-
sion may secure directly from any Federal
agency information necessary to enable it to
carry out its duties, if the information may
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be disclosed under section 552 of title 5, Unit-
ed States Code. Upon request of the Chair-
man of the Commission, the head of such
agency shall furnish such information to the
Commission.

(8) ADMINISTRATIVE SUPPORT SERVICES.—
Upon the request of the Commission, the Ad-
ministrator of General Services shall provide
to the Commission on a reimbursable basis
such administrative support services as the
Commission may request.

(9) ACCEPTANCE OF DONATIONS.—The Com-
mission may accept, use, and dispose of gifts
or donations of services or property.

(10) PRINTING.—For purposes of costs relat-
ing to printing and binding, including the
cost of personnel detailed from the Govern-
ment Printing Office, the Commission shall
be deemed to be a committee of the Con-
gress.

(f) REPORT.—Not later than May 1, 1997, the
Commission shall submit to Congress a re-
port containing its findings and rec-
ommendations regarding how to protect and
preserve the medicare program in a finan-
cially solvent manner until 2030 (or, if later,
throughout the period of projected solvency
of the Federal Old-Age and Survivors Insur-
ance Trust Fund). The report shall include
detailed recommendations for appropriate
legislative initiatives respecting how to ac-
complish this objective.

(g) TERMINATION.—The Commission shall
terminate 60 days after the date of submis-
sion of the report required in subsection (f).

(h) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated
$1,500,000 to carry out this section. Amounts
appropriated to carry out this section shall
remain available until expended.
SEC. 15033. CHANGE IN APPOINTMENT OF ADMIN-

ISTRATOR OF HCFA.

(a) IN GENERAL.—Section 1117 (42 U.S.C.
1317) is amended by striking ‘‘President by
and with the advice and consent of the Sen-
ate’’ and inserting ‘‘Secretary of Health and
Human Services’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall take effect on
the date of the enactment of this Act and
shall apply to Administrators appointed on
or after the date of the enactment of this
Act.

PART 5—TREATMENT OF HOSPITALS
WHICH PARTICIPATE IN PROVIDER-
SPONSORED ORGANIZATIONS

SEC. 15041. TREATMENT OF HOSPITALS WHICH
PARTICIPATE IN PROVIDER-SPON-
SORED ORGANIZATIONS.

(a) IN GENERAL.—Section 501 of the Inter-
nal Revenue Code of 1986 (relating to exemp-
tion from tax on corporations, certain
trusts, etc.) is amended by redesignating
subsection (n) as subsection (o) and by in-
serting after subsection (m) the following
new subsection:

‘‘(n) TREATMENT OF HOSPITALS PARTICIPAT-
ING IN PROVIDER-SPONSORED ORGANIZA-
TIONS.—An organization shall not fail to be
treated as organized and operated exclu-
sively for a charitable purpose for purposes
of subsection (c)(3) solely because a hospital
which is owned and operated by such organi-
zation participates in a provider-sponsored
organization (as defined in section 1854(a)(1)
of the Social Security Act), whether or not
the provider-sponsored organization is ex-
empt from tax. For purposes of subsection
(c)(3), any person with a material financial
interest in such a provider-sponsored organi-
zation shall be treated as a private share-
holder or individual with respect to the hos-
pital.’’

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall take effect on
the date of the enactment of this Act.

Subtitle B—Preventing Fraud and Abuse
PART 1—GENERAL PROVISIONS

SEC. 15101. INCREASING AWARENESS OF FRAUD
AND ABUSE.

(a) BENEFICIARY OUTREACH EFFORTS.—The
Secretary of Health and Human Services
(acting through the Administrator of the
Health Care Financing Administration and
the Inspector General of the Department of
Health and Human Services) shall make on-
going efforts (through public service an-
nouncements, publications, and other appro-
priate methods) to alert individuals entitled
to benefits under the medicare program of
the existence of fraud and abuse committed
against the program and the costs to the pro-
gram of such fraud and abuse, and of the ex-
istence of the toll-free telephone line oper-
ated by the Secretary to receive information
on fraud and abuse committed against the
program.

(b) CLARIFICATION OF REQUIREMENT TO PRO-
VIDE EXPLANATION OF MEDICARE BENEFITS.—
The Secretary shall provide an explanation
of benefits under the medicare program with
respect to each item or service for which
payment may be made under the program
which is furnished to an individual, without
regard to whether or not a deductible or co-
insurance may be imposed against the indi-
vidual with respect to the item or service.

(c) PROVIDER OUTREACH EFFORTS; PUBLICA-
TION OF FRAUD ALERTS.—

(1) SPECIAL FRAUD ALERTS.—
(A) IN GENERAL.—
(i) REQUEST FOR SPECIAL FRAUD ALERTS.—

Any person may present, at any time, a re-
quest to the Secretary to issue and publish a
special fraud alert.

(ii) SPECIAL FRAUD ALERT DEFINED.—In this
section, a ‘‘special fraud alert’’ is a notice
which informs the public of practices which
the Secretary considers to be suspect or of
particular concern under the medicare pro-
gram or a State health care program (as de-
fined in section 1128(h) of the Social Security
Act).

(B) ISSUANCE AND PUBLICATION OF SPECIAL
FRAUD ALERTS.—

(i) INVESTIGATION.—Upon receipt of a re-
quest for a special fraud alert under subpara-
graph (A), the Secretary shall investigate
the subject matter of the request to deter-
mine whether a special fraud alert should be
issued. If appropriate, the Secretary (in con-
sultation with the Attorney General) shall
issue a special fraud alert in response to the
request. All special fraud alerts issued pursu-
ant to this subparagraph shall be published
in the Federal Register.

(ii) CRITERIA FOR ISSUANCE.—In determin-
ing whether to issue a special fraud alert
upon a request under subparagraph (A), the
Secretary may consider—

(I) whether and to what extent the prac-
tices that would be identified in the special
fraud alert may result in any of the con-
sequences described in 15214(b); and

(II) the extent and frequency of the con-
duct that would be identified in the special
fraud alert.

(2) PUBLICATION OF ALL HCFA FRAUD ALERTS
IN FEDERAL REGISTER.—Each notice issued by
the Health Care Financing Administration
which informs the public of practices which
the Secretary considers to be suspect or of
particular concern under the medicare pro-
gram or a State health care program (as de-
fined in section 1128(h) of the Social Security
Act) shall be published in the Federal Reg-
ister, without regard to whether or not the
notice is issued by a regional office of the
Health Care Financing Administration.
SEC. 15102. BENEFICIARY INCENTIVE PROGRAMS.

(a) PROGRAM TO COLLECT INFORMATION ON
FRAUD AND ABUSE.—

(1) ESTABLISHMENT OF PROGRAM.—Not later
than 3 months after the date of the enact-

ment of this Act, the Secretary of Health
and Human Services (hereinafter in this sub-
title referred to as the ‘‘Secretary’’) shall es-
tablish a program under which the Secretary
shall encourage individuals to report to the
Secretary information on individuals and en-
tities who are engaging or who have engaged
in acts or omissions which constitute
grounds for the imposition of a sanction
under section 1128, section 1128A, or section
1128B of the Social Security Act, or who have
otherwise engaged in fraud and abuse against
the medicare program for which there is a
sanction provided under law. The program
shall discourage provision of, and not con-
sider, information which is frivolous or oth-
erwise not relevant or material to the impo-
sition of such a sanction.

(2) PAYMENT OF PORTION OF AMOUNTS COL-
LECTED.—If an individual reports informa-
tion to the Secretary under the program es-
tablished under paragraph (1) which serves as
the basis for the collection by the Secretary
or the Attorney General of any amount of at
least $100 (other than any amount paid as a
penalty under section 1128B of the Social Se-
curity Act), the Secretary may pay a portion
of the amount collected to the individual
(under procedures similar to those applicable
under section 7623 of the Internal Revenue
Code of 1986 to payments to individuals pro-
viding information on violations of such
Code).

(b) PROGRAM TO COLLECT INFORMATION ON
PROGRAM EFFICIENCY.—

(1) ESTABLISHMENT OF PROGRAM.—Not later
than 3 months after the date of the enact-
ment of this Act, the Secretary shall estab-
lish a program under which the Secretary
shall encourage individuals to submit to the
Secretary suggestions on methods to im-
prove the efficiency of the medicare pro-
gram.

(2) PAYMENT OF PORTION OF PROGRAM SAV-
INGS.—If an individual submits a suggestion
to the Secretary under the program estab-
lished under paragraph (1) which is adopted
by the Secretary and which results in sav-
ings to the program, the Secretary may
make a payment to the individual of such
amount as the Secretary considers appro-
priate.
SEC. 15103. INTERMEDIATE SANCTIONS FOR MED-

ICARE HEALTH MAINTENANCE OR-
GANIZATIONS.

(a) APPLICATION OF INTERMEDIATE SANC-
TIONS FOR ANY PROGRAM VIOLATIONS.—

(1) IN GENERAL.—Section 1876(i)(1) (42
U.S.C. 1395mm(i)(1)) is amended by striking
‘‘the Secretary may terminate’’ and all that
follows and inserting the following: ‘‘in ac-
cordance with procedures established under
paragraph (9), the Secretary may at any
time terminate any such contract or may
impose the intermediate sanctions described
in paragraph (6)(B) or (6)(C) (whichever is ap-
plicable) on the eligible organization if the
Secretary determines that the organiza-
tion—

‘‘(A) has failed substantially to carry out
the contract;

‘‘(B) is carrying out the contract in a man-
ner inconsistent with the efficient and effec-
tive administration of this section;

‘‘(C) is operating in a manner that is not in
the best interests of the individuals covered
under the contract; or

‘‘(D) no longer substantially meets the ap-
plicable conditions of subsections (b), (c),
and (e).’’.

(2) OTHER INTERMEDIATE SANCTIONS FOR
MISCELLANEOUS PROGRAM VIOLATIONS.—Sec-
tion 1876(i)(6) (42 U.S.C. 1395mm(i)(6)) is
amended by adding at the end the following
new subparagraph:

‘‘(C) In the case of an eligible organization
for which the Secretary makes a determina-
tion under paragraph (1) the basis of which is
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not described in subparagraph (A), the Sec-
retary may apply the following intermediate
sanctions:

‘‘(i) civil money penalties of not more than
$25,000 for each determination under para-
graph (1) if the deficiency that is the basis of
the determination has directly adversely af-
fected (or has the substantial likelihood of
adversely affecting) an individual covered
under the organization’s contract;

‘‘(ii) civil money penalties of not more
than $10,000 for each week beginning after
the initiation of procedures by the Secretary
under paragraph (9) during which the defi-
ciency that is the basis of a determination
under paragraph (1) exists; and

‘‘(iii) suspension of enrollment of individ-
uals under this section after the date the
Secretary notifies the organization of a de-
termination under paragraph (1) and until
the Secretary is satisfied that the deficiency
that is the basis for the determination has
been corrected and is not likely to recur.’’.

(3) PROCEDURES FOR IMPOSING SANCTIONS.—
Section 1876(i) (42 U.S.C. 1395mm(i)) is
amended by adding at the end the following
new paragraph:

‘‘(9) The Secretary may terminate a con-
tract with an eligible organization under
this section or may impose the intermediate
sanctions described in paragraph (6) on the
organization in accordance with formal in-
vestigation and compliance procedures es-
tablished by the Secretary under which—

‘‘(A) the Secretary provides the organiza-
tion with the opportunity to develop and im-
plement a corrective action plan to correct
the deficiencies that were the basis of the
Secretary’s determination under paragraph
(1);

‘‘(B) the Secretary shall impose more se-
vere sanctions on organizations that have a
history of deficiencies or that have not
taken steps to correct deficiencies the Sec-
retary has brought to their attention;

‘‘(C) there are no unreasonable or unneces-
sary delays between the finding of a defi-
ciency and the imposition of sanctions; and

‘‘(D) the Secretary provides the organiza-
tion with reasonable notice and opportunity
for hearing (including the right to appeal an
initial decision) before imposing any sanc-
tion or terminating the contract.’’.

(4) CONFORMING AMENDMENTS.—(A) Section
1876(i)(6)(B) (42 U.S.C. 1395mm(i)(6)(B)) is
amended by striking the second sentence.

(B) Section 1876(i)(6) (42 U.S.C.
1395mm(i)(6)) is further amended by adding
at the end the following new subparagraph:

‘‘(D) The provisions of section 1128A (other
than subsections (a) and (b)) shall apply to a
civil money penalty under subparagraph (A)
or (B) in the same manner as they apply to
a civil money penalty or proceeding under
section 1128A(a).’’.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to contract years beginning on or after Janu-
ary 1, 1996.
SEC. 15104. VOLUNTARY DISCLOSURE PROGRAM.

Title XI (42 U.S.C. 1301 et seq.) is amended
by inserting after section 1128B the following
new section:

‘‘VOLUNTARY DISCLOSURE OF ACTS OR
OMISSIONS

‘‘SEC. 1129. (a) ESTABLISHMENT OF VOL-
UNTARY DISCLOSURE PROGRAM.—Not later
than 3 months after the date of the enact-
ment of this section, the Secretary shall es-
tablish a program to encourage individuals
and entities to voluntarily disclose to the
Secretary information on acts or omissions
of the individual or entity which constitute
grounds for the imposition of a sanction de-
scribed in section 1128, 1128A, or 1128B.

‘‘(b) EFFECT OF VOLUNTARY DISCLOSURE.—If
an individual or entity voluntarily discloses

information with respect to an act or omis-
sion to the Secretary under subsection (a),
the following rules shall apply:

‘‘(1) The Secretary may waive, reduce, or
otherwise mitigate any sanction which
would otherwise be applicable to the individ-
ual or entity under section 1128, 1128A, or
1128B as a result of the act or omission in-
volved.

‘‘(2) No qui tam action may be brought
pursuant to chapter 37 of title 31, United
States Code, against the individual or entity
with respect to the act or omission in-
volved.’’.
SEC. 15105. REVISIONS TO CURRENT SANCTIONS.

(a) DOUBLING THE AMOUNT OF CIVIL MONE-
TARY PENALTIES.—The maximum amount of
civil monetary penalties specified in section
1128A of the Social Security Act or under
title XVIII of such Act (as in effect on the
day before the date of the enactment of this
Act) shall, effective for violations occurring
after the date of the enactment of this Act,
be double the amount otherwise provided as
of such date.

(b) ESTABLISHMENT OF MINIMUM PERIOD OF
EXCLUSION FOR CERTAIN INDIVIDUALS AND EN-
TITIES SUBJECT TO PERMISSIVE EXCLUSION.—
Section 1128(c)(3) (42 U.S.C. 1320a–7(c)(3)) is
amended by adding at the end the following
new subparagraphs:

‘‘(D) In the case of an exclusion of an indi-
vidual or entity under paragraph (1), (2), or
(3) of subsection (b), the period of the exclu-
sion shall be 3 years, unless the Secretary
determines in accordance with regulations
that a shorter period is appropriate because
of mitigating circumstances or that a longer
period is appropriate because of aggravating
circumstances.

‘‘(E) In the case of an exclusion of an indi-
vidual or entity under subsection (b)(4) or
(b)(5), the period of the exclusion shall not be
less than the period during which the indi-
vidual’s or entity’s license to provide health
care is revoked, suspended, or surrendered,
or the individual or the entity is excluded or
suspended from a Federal or State health
care program.

‘‘(F) In the case of an exclusion of an indi-
vidual or entity under subsection (b)(6)(B),
the period of the exclusion shall be not less
than 1 year.’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to acts or omissions occurring on or after
January 1, 1996.
SEC. 15106. DIRECT SPENDING FOR ANTI-FRAUD

ACTIVITIES UNDER MEDICARE.
(a) ESTABLISHMENT OF MEDICARE INTEGRITY

PROGRAM.—Title XVIII is amended by adding
at the end the following new section:

‘‘MEDICARE INTEGRITY PROGRAM

‘‘SEC. 1893. (a) ESTABLISHMENT OF PRO-
GRAM.—There is hereby established the Medi-
care Integrity Program (hereafter in this
section referred to as the ‘Program’) under
which the Secretary shall promote the integ-
rity of the medicare program by entering
into contracts in accordance with this sec-
tion with eligible private entities to carry
out the activities described in subsection (b).

‘‘(b) ACTIVITIES DESCRIBED.—The activities
described in this subsection are as follows:

‘‘(1) Review of activities of providers of
services or other individuals and entities fur-
nishing items and services for which pay-
ment may be made under this title (includ-
ing skilled nursing facilities and home
health agencies), including medical and uti-
lization review and fraud review (employing
similar standards, processes, and tech-
nologies used by private health plans, includ-
ing equipment and software technologies
which surpass the capability of the equip-
ment and technologies used in the review of
claims under this title as of the date of the
enactment of this section).

‘‘(2) Audit of cost reports.
‘‘(3) Determinations as to whether pay-

ment should not be, or should not have been,
made under this title by reason of section
1862(b), and recovery of payments that
should not have been made.

‘‘(4) Education of providers of services,
beneficiaries, and other persons with respect
to payment integrity and benefit quality as-
surance issues.

‘‘(c) ELIGIBILITY OF ENTITIES.—An entity is
eligible to enter into a contract under the
Program to carry out any of the activities
described in subsection (b) if—

‘‘(1) the entity has demonstrated capabil-
ity to carry out such activities;

‘‘(2) in carrying out such activities, the en-
tity agrees to cooperate with the Inspector
General of the Department of Health and
Human Services, the Attorney General of the
United States, and other law enforcement
agencies, as appropriate, in the investigation
and deterrence of fraud and abuse in relation
to this title and in other cases arising out of
such activities;

‘‘(3) the entity’s financial holdings, inter-
ests, or relationships will not interfere with
its ability to perform the functions to be re-
quired by the contract in an effective and
impartial manner; and

‘‘(4) the entity meets such other require-
ments as the Secretary may impose.

‘‘(d) PROCESS FOR ENTERING INTO CON-
TRACTS.—The Secretary shall enter into con-
tracts under the Program in accordance with
such procedures as the Secretary may by
regulation establish, except that such proce-
dures shall include the following:

‘‘(1) The Secretary shall determine the ap-
propriate number of separate contracts
which are necessary to carry out the Pro-
gram and the appropriate times at which the
Secretary shall enter into such contracts.

‘‘(2) The provisions of section 1153(e)(1)
shall apply to contracts and contracting au-
thority under this section, except that com-
petitive procedures must be used when enter-
ing into new contracts under this section, or
at any other time considered appropriate by
the Secretary.

‘‘(3) A contract under this section may be
renewed without regard to any provision of
law requiring competition if the contractor
has met or exceeded the performance re-
quirements established in the current con-
tract.

‘‘(e) LIMITATION ON CONTRACTOR LIABIL-
ITY.—The Secretary shall by regulation pro-
vide for the limitation of a contractor’s li-
ability for actions taken to carry out a con-
tract under the Program, and such regula-
tion shall, to the extent the Secretary finds
appropriate, employ the same or comparable
standards and other substantive and proce-
dural provisions as are contained in section
1157.

‘‘(f) TRANSFER OF AMOUNTS TO MEDICARE
ANTI-FRAUD AND ABUSE TRUST FUND.—For
each fiscal year, the Secretary shall transfer
from the Federal Hospital Insurance Trust
Fund and the Federal Supplementary Medi-
cal Insurance Trust Fund to the Medicare
Anti-Fraud and Abuse Trust Fund under sub-
section (g) such amounts as are necessary to
carry out the activities described in sub-
section (b). Such transfer shall be in an allo-
cation as reasonably reflects the proportion
of such expenditures associated with part A
and part B.

‘‘(g) MEDICARE ANTI-FRAUD AND ABUSE
TRUST FUND.—

‘‘(1) ESTABLISHMENT.—
‘‘(A) IN GENERAL.—There is hereby estab-

lished in the Treasury of the United States
the Anti-Fraud and Abuse Trust Fund (here-
after in this subsection referred to as the
‘Trust Fund’). The Trust Fund shall consist
of such gifts and bequests as may be made as
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provided in subparagraph (B) and such
amounts as may be deposited in the Trust
Fund as provided in subsection (f), paragraph
(3), and title XI.

‘‘(B) AUTHORIZATION TO ACCEPT GIFTS AND
BEQUESTS.—The Trust Fund is authorized to
accept on behalf of the United States money
gifts and bequests made unconditionally to
the Trust Fund, for the benefit of the Trust
Fund or any activity financed through the
Trust Fund.

‘‘(2) INVESTMENT.—
‘‘(A) IN GENERAL.—The Secretary of the

Treasury shall invest such amounts of the
Fund as such Secretary determines are not
required to meet current withdrawals from
the Fund in government account serial secu-
rities.

‘‘(B) USE OF INCOME.—Any interest derived
from investments under subparagraph (A)
shall be credited to the Fund.

‘‘(3) AMOUNTS DEPOSITED INTO TRUST
FUND.—In addition to amounts transferred
under subsection (f), there shall be deposited
in the Trust Fund—

‘‘(A) that portion of amounts recovered in
relation to section 1128A arising out of a
claim under title XVIII as remains after ap-
plication of subsection (f)(2) (relating to re-
payment of the Federal Hospital Insurance
Trust Fund or the Federal Supplementary
Medical Insurance Trust Fund) of that sec-
tion, as may be applicable,

‘‘(B) fines imposed under section 1128B
arising out of a claim under this title, and

‘‘(C) penalties and damages imposed (other
than funds awarded to a relator or for res-
titution) under sections 3729 through 3732 of
title 31, United States Code (pertaining to
false claims) in cases involving claims relat-
ing to programs under title XVIII, XIX, or
XXI.

‘‘(4) DIRECT APPROPRIATION OF FUNDS TO
CARRY OUT PROGRAM.—

‘‘(A) IN GENERAL.—There are appropriated
from the Trust Fund for each fiscal year
such amounts as are necessary to carry out
the Medicare Integrity Program under this
section, subject to subparagraph (B).

‘‘(B) AMOUNTS SPECIFIED.—The amount ap-
propriated under subparagraph (A) for a fis-
cal year is as follows:

‘‘(i) For fiscal year 1996, such amount shall
be not less than $430,000,000 and not more
than $440,000,000.

‘‘(ii) For fiscal year 1997, such amount
shall be not less than $490,000,000 and not
more than $500,000,000.

‘‘(iii) For fiscal year 1998, such amount
shall be not less than $550,000,000 and not
more than $560,000,000.

‘‘(iv) For fiscal year 1999, such amount
shall be not less than $620,000,000 and not
more than $630,000,000.

‘‘(v) For fiscal year 2000, such amount shall
be not less than $670,000,000 and not more
than $680,000,000.

‘‘(vi) For fiscal year 2001, such amount
shall be not less than $690,000,000 and not
more than $700,000,000.

‘‘(vii) For fiscal year 2002, such amount
shall be not less than $710,000,000 and not
more than $720,000,000.

‘‘(5) ANNUAL REPORT.—The Secretary shall
submit an annual report to Congress on the
amount of revenue which is generated and
disbursed by the Trust Fund in each fiscal
year.’’.

(b) ELIMINATION OF FI AND CARRIER RE-
SPONSIBILITY FOR CARRYING OUT ACTIVITIES
SUBJECT TO PROGRAM.—

(1) RESPONSIBILITIES OF FISCAL
INTERMEDIARIES UNDER PART A.—Section 1816
(42 U.S.C. 1395h) is amended by adding at the
end the following new subsection:

‘‘(l) No agency or organization may carry
out (or receive payment for carrying out)
any activity pursuant to an agreement under

this section to the extent that the activity is
carried out pursuant to a contract under the
Medicare Integrity Program under section
1893.’’.

(2) RESPONSIBILITIES OF CARRIERS UNDER
PART B.—Section 1842(c) (42 U.S.C. 1395u(c)) is
amended by adding at the end the following
new paragraph:

‘‘(6) No carrier may carry out (or receive
payment for carrying out) any activity pur-
suant to a contract under this subsection to
the extent that the activity is carried out
pursuant to a contract under the Medicare
Integrity Program under section 1893.’’.

(c) CONFORMING AMENDMENT.—Section
1128A(f)(3) (42 U.S.C. 1320a–7a(f)(3)) is amend-
ed by striking ‘‘as miscellaneous receipts of
the Treasury of the United States’’ and in-
serting ‘‘in the Anti-Fraud and Abuse Trust
Fund established under section 1893(g)’’.

(d) DIRECT SPENDING FOR MEDICARE-RELAT-
ED ACTIVITIES OF INSPECTOR GENERAL.—Sec-
tion 1893, as added by subsection (a), is
amended by adding at the end the following
new subsection:

‘‘(h) DIRECT SPENDING FOR MEDICARE-RE-
LATED ACTIVITIES OF INSPECTOR GENERAL.—

‘‘(1) IN GENERAL.—There are appropriated
from the Federal Hospital Insurance Trust
Fund and the Federal Supplementary Medi-
cal Insurance Trust Fund to the Inspector
General of the Department of Health and
Human Services for each fiscal year such
amounts as are necessary to enable the In-
spector General to carry out activities relat-
ing to the medicare program (as described in
paragraph (2)), subject to paragraph (3).

‘‘(2) ACTIVITIES DESCRIBED.—The activities
described in this paragraph are as follows:

‘‘(A) Prosecuting medicare-related matters
through criminal, civil, and administrative
proceedings.

‘‘(B) Conducting investigations relating to
the medicare program.

‘‘(C) Performing financial and performance
audits of programs and operations relating
to the medicare program.

‘‘(D) Performing inspections and other
evaluations relating to the medicare pro-
gram.

‘‘(E) Conducting provider and conumer
education activities regarding the require-
ments of this title.

‘‘(3) AMOUNTS SPECIFIED.—The amount ap-
propriated under paragraph (1) for a fiscal
year is as follows:

‘‘(A) For fiscal year 1996, such amount
shall be $130,000,000.

‘‘(B) For fiscal year 1997, such amount
shall be $181,000,000.

‘‘(C) For fiscal year 1998, such amount shall
be $204,000,000.

‘‘(D) For each subsequent fiscal year, the
amount appropriated for the previous fiscal
year, increased by the percentage increase in
aggregate expenditures under this title for
the fiscal year involved over the previous fis-
cal year.

‘‘(4) ALLOCATION OF PAYMENTS AMONG TRUST
FUNDS.—The appropriations made under
paragraph (1) shall be in an allocation as rea-
sonably reflects the proportion of such ex-
penditures associated with part A and part
B.’’.
SEC. 15107. PERMITTING CARRIERS TO CARRY

OUT PRIOR AUTHORIZATION FOR
CERTAIN ITEMS OF DURABLE MEDI-
CAL EQUIPMENT.

(a) IN GENERAL.—Section 1834(a)(15) (42
U.S.C. 1395m(a)(15)), as amended by section
135(b) of the Social Security Act Amend-
ments of 1994, is amended by adding at the
end the following new subparagraphs:

‘‘(D) APPLICATION BY CARRIERS.—A carrier
may develop (and periodically update) a list
of items under subparagraph (A) and a list of
suppliers under subparagraph (B) in the same
manner as the Secretary may develop (and
periodically update) such lists.

‘‘(E) WAIVER OF PUBLICATION REQUIRE-
MENT.—A carrier may make an advance de-
termination under subparagraph (C) with re-
spect to an item or supplier on a list devel-
oped by the Secretary or the carrier without
regard to whether or not the Secretary has
promulgated a regulation with respect to the
list, except that the carrier may not make
such an advance determination with respect
to an item or supplier on a list until the ex-
piration of the 30-day period beginning on
the date the Secretary or the carrier places
the item or supplier on the list.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall take effect as if
included in the enactment of the Social Se-
curity Act Amendments of 1994.
SEC. 15108. NATIONAL HEALTH CARE ANTI-

FRAUD TASK FORCE.
(a) ESTABLISHMENT.—The Attorney Gen-

eral, in consultation with the Secretary of
Health and Human Services, shall establish a
national health care anti-fraud task force (in
this section referred to as the ‘‘task force’’).
The Attorney General shall establish the
task force within 120 days after the date of
the enactment of this Act.

(b) COMPOSITION.—The task force shall in-
clude representatives of Federal agencies in-
volved in the investigation and prosecution
of persons violating laws relating to health
care fraud and abuse, including at least one
representative from each of the following
agencies:

(1) The Department of Justice and the Fed-
eral Bureau of Investigation.

(2) The Department of Health and Human
Services and the Office of the Inspector Gen-
eral within the Department.

(3) The office in the Department of Defense
responsible for administration of the
CHAMPUS program.

(4) The Department of Veterans’ Affairs.
(5) The United States Postal Inspection

Service.
(6) The Internal Revenue Service.

The Attorney General (or the designee of the
Attorney General) shall serve as chair of the
task force.

(c) DUTIES.—The task force shall coordi-
nate Federal law enforcement activities re-
lating to health care fraud and abuse in
order to better control fraud and abuse in
the delivery of health care in the United
States. Specifically, the task force shall co-
ordinate activities—

(1) in order to assure the effective
targeting and investigation of persons who
organize, direct, finance, or otherwise know-
ingly engage in health care fraud, and

(2) in order to assure full and effective co-
operation between Federal and State agen-
cies involved in health care fraud investiga-
tions.

(d) STAFF.—Each member of the task force
who represents an agency shall be respon-
sible for providing for the detail (from the
agency) of at least one full-time staff person
to staff the task force. Such detail shall be
without change in salary, compensation,
benefits, and other employment-related mat-
ters.
SEC. 15109. STUDY OF ADEQUACY OF PRIVATE

QUALITY ASSURANCE PROGRAMS.
(a) IN GENERAL.—The Administrator of the

Health Care Financing Administration (act-
ing through the Director of the Office of Re-
search and Demonstrations) shall enter into
an agreement with a private entity to con-
duct a study during the 5-year period begin-
ning on the date of the enactment of this Act
of the adequacy of the quality assurance pro-
grams and consumer protections used by the
MedicarePlus program under part C of title
XVIII of the Social Security Act (as inserted
by section 15002(a)), and shall include in the
study an analysis of the effectiveness of such
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programs in protecting plan enrollees
against the risk of insufficient provision of
benefits which may result from utilization
controls.

(b) REPORT.—Not later than 6 months after
the conclusion of the 5-year period described
in subsection (a), the Administrator shall
submit a report to Congress on the study
conducted under subsection (a).
SEC. 15110. PENALTY FOR FALSE CERTIFICATION

FOR HOME HEALTH SERVICES.
(a) IN GENERAL.—Section 1128A(b) (42

U.S.C. 1320a–7a(b)) is amended by adding at
the end the following new paragraph:

‘‘(3)(A) Any physician who executes a docu-
ment described in subparagraph (B) with re-
spect to an individual knowing that all of
the requirements referred to in such sub-
paragraph are not met with respect to the
individual shall be subject to a civil mone-
tary penalty of not more than the greater
of—

‘‘(i) $5,000, or
‘‘(ii) three times the amount of the pay-

ments under title XVIII for home health
services which are made pursuant to such
certification.

‘‘(B) A document described in this subpara-
graph is any document that certifies, for
purposes of title XVIII, that an individual
meets the requirements of section
1814(a)(2)(C) or 1835(a)(2)(A) in the case of
home health services furnished to the indi-
vidual.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to certifi-
cations made on or after the date of the en-
actment of this Act.
SEC. 15111. PILOT PROJECTS.

The Secretary of Health and Human Serv-
ices shall establish and operate 5 pilot
projects (in various geographic regions of the
United States) under which the Secretary
shall implement innovative approaches to
monitor payment claims under the medicare
program to detect those claims that are
wasteful or fraudulent.

PART 2—CRIMINAL LAW PROVISIONS
SEC. 15121. OFFENSES INVOLVING FRAUD, FALSE

STATEMENT, THEFT, OR EMBEZZLE-
MENT.

(a) IN GENERAL.—Part A of title XI is
amended by inserting after section 1128B the
following:

‘‘OFFENSES INVOLVING FRAUD, FALSE
STATEMENT, THEFT, OR EMBEZZLEMENT

‘‘SEC. 1128C. (a) FRAUD.—Whoever know-
ingly and willfully executes, or attempts to
execute, a scheme or artifice—

‘‘(1) to defraud any person or entity in con-
nection with the delivery of or payment for
health care benefits, items, or services under
a program under title XVIII or a State
health care program (as defined in section
1128(h)), or

‘‘(2) to obtain, by means of false or fraudu-
lent pretenses, representations, or promises,
any of the money or property owned by, or
under the custody or control of, any person
or entity in connection with the delivery of
or payment for health care benefits, items,
or services under a program under title
XVIII or a State health care program,
shall be fined under title 18, United States
Code, or imprisoned not more than 10 years,
or both. If the violation results in serious
bodily injury (as defined in section 1365(g)(3)
of title 18, United States Code), such person
may be imprisoned for any term of years.

‘‘(b) FALSE STATEMENTS.—Whoever, in con-
nection with the delivery of or payment for
health care benefits, items, or services under
a program under title XVIII or a State
health care program, knowingly and will-
fully—

‘‘(1) falsifies, conceals, or covers up by any
trick, scheme, or device a material fact,

‘‘(2) as to any material fact, makes any
false, fictitious, or fraudulent statements or
representations, or

‘‘(3) makes or uses any false writing or doc-
ument knowing the same to contain any
false, fictitious, or fraudulent statement or
entry that is material,
shall be fined under title 18, United States
Code, or imprisoned not more than 5 years,
or both.

‘‘(c) THEFT OR EMBEZZLEMENT.—Whoever
willfully embezzles, steals, or otherwise
without authority willfully and unlawfully
converts to the use of any person other than
the rightful owner, or intentionally
misapplies any of the moneys, funds, securi-
ties, premiums, credits, property, or other
assets of under the custody or control of any
person or entity in connection with the de-
livery of or payment for health care benefits,
items, or services under program under title
XVIII or a State health care program, shall
be fined under title 18, United States Code,
or imprisoned not more than 10 years, or
both.’’.

(b) CONFORMING AMENDMENT.—Section
1128(h) (42 U.S.C. 1320a–7(h)) is amended by
striking ‘‘and 1128B’’ and inserting ‘‘, 1128B,
and 1128C’’.

Subtitle C—Regulatory Relief
PART 1—PHYSICIAN OWNERSHIP

REFERRAL REFORM
SEC. 15201. REPEAL OF PROHIBITIONS BASED ON

COMPENSATION ARRANGEMENTS.
(a) IN GENERAL.—Section 1877(a)(2) (42

U.S.C. 1395nn(a)(2)) is amended by striking
‘‘is—’’ and all that follows through ‘‘equity,’’
and inserting the following: ‘‘is (except as
provided in subsection (c)) an ownership or
investment interest in the entity through
equity,’’.

(b) CONFORMING AMENDMENTS.—Section
1877 (42 U.S.C. 1395nn) is amended as follows:

(1) In subsection (b)—
(A) in the heading, by striking ‘‘TO BOTH

OWNERSHIP AND COMPENSATION ARRANGEMENT
PROHIBITIONS’’ and inserting ‘‘WHERE FINAN-
CIAL RELATIONSHIP EXISTS’’; and

(B) by redesignating paragraph (4) as para-
graph (7).

(2) In subsection (c)—
(A) by amending the heading to read as fol-

lows: ‘‘EXCEPTION FOR OWNERSHIP OR INVEST-
MENT INTEREST IN PUBLICLY TRADED SECURI-
TIES AND MUTUAL FUNDS’’; and

(B) in the matter preceding paragraph (1),
by striking ‘‘subsection (a)(2)(A)’’ and insert-
ing ‘‘subsection (a)(2)’’.

(3) In subsection (d)—
(A) by striking the matter preceding para-

graph (1);
(B) in paragraph (3), by striking ‘‘para-

graph (1)’’ and inserting ‘‘paragraph (4)’’; and
(C) by redesignating paragraphs (1), (2), and

(3) as paragraphs (4), (5), and (6), and by
transferring and inserting such paragraphs
after paragraph (3) of subsection (b).

(4) By striking subsection (e).
(5) In subsection (f)(2)—
(A) in the matter preceding paragraph (1),

by striking ‘‘ownership, investment, and
compensation’’ and inserting ‘‘ownership and
investment’’;

(B) in paragraph (2), by striking ‘‘sub-
section (a)(2)(A)’’ and all that follows
through ‘‘subsection (a)(2)(B)),’’ and insert-
ing ‘‘subsection (a)(2),’’; and

(C) in paragraph (2), by striking ‘‘or who
have such a compensation relationship with
the entity’’.

(6) In subsection (h)—
(A) by striking paragraphs (1), (2), and (3);
(B) in paragraph (4)(A), by striking clauses

(iv) and (vi);
(C) in paragraph (4)(B), by striking

‘‘RULES.—’’ and all that follows through ‘‘(ii)
FACULTY’’ and inserting ‘‘RULES FOR FAC-
ULTY’’; and

(D) by adding at the end of paragraph (4)
the following new subparagraph:

‘‘(C) MEMBER OF A GROUP.—A physician is a
‘member’ of a group if the physician is an
owner or a bona fide employee, or both, of
the group.’’.
SEC. 15202. REVISION OF DESIGNATED HEALTH

SERVICES SUBJECT TO PROHIBI-
TION.

(a) IN GENERAL.—Section 1877(h)(6) (42
U.S.C. 1395nn(h)(6)) is amended by striking
subparagraphs (B) through (K) and inserting
the following:

‘‘(B) Parenteral and enteral nutrients,
equipment, and supplies.

‘‘(C) Magnetic resonance imaging and com-
puterized tomography services.

‘‘(D) Outpatient physical or occupational
therapy services.’’.

(b) CONFORMING AMENDMENTS.—
(1) Section 1877(b)(2) (42 U.S.C. 1395nn(b)(2))

is amended in the matter preceding subpara-
graph (A) by striking ‘‘services’’ and all that
follows through ‘‘supplies)—’’ and inserting
‘‘services—’’.

(2) Section 1877(h)(5)(C) (42 U.S.C.
1395nn(h)(5)(C)) is amended—

(A) by striking ‘‘, a request by a radiolo-
gist for diagnostic radiology services, and a
request by a radiation oncologist for radi-
ation therapy,’’ and inserting ‘‘and a request
by a radiologist for magnetic resonance im-
aging or for computerized tomography’’, and

(B) by striking ‘‘radiologist, or radiation
oncologist’’ and inserting ‘‘or radiologist’’.
SEC. 15203. DELAY IN IMPLEMENTATION UNTIL

PROMULGATION OF REGULATIONS.
(a) IN GENERAL.—Section 13562(b) of OBRA–

1993 (42 U.S.C. 1395nn note) is amended—
(1) in paragraph (1), by striking ‘‘paragraph

(2)’’ and inserting ‘‘paragraphs (2) and (3)’’;
and

(2) by adding at the end the following new
paragraph:

‘‘(3) PROMULGATION OF REGULATIONS.—Not-
withstanding paragraphs (1) and (2), the
amendments made by this section shall not
apply to any referrals made before the effec-
tive date of final regulations promulgated by
the Secretary of Health and Human Services
to carry out such amendments.’’.

(b) EFFECTIVE DATE.—The amendments
made by subsection (a) shall take effect as if
included in the enactment of OBRA–1993.
SEC. 15204. EXCEPTIONS TO PROHIBITION.

(a) REVISIONS TO EXCEPTION FOR IN-OFFICE
ANCILLARY SERVICES.—

(1) REPEAL OF SITE-OF-SERVICE REQUIRE-
MENT.—Section 1877 (42 U.S.C. 1395nn) is
amended—

(A) by amending subparagraph (A) of sub-
section (b)(2) to read as follows:

‘‘(A) that are furnished personally by the
referring physician, personally by a physi-
cian who is a member of the same group
practice as the referring physician, or per-
sonally by individuals who are under the
general supervision of the physician or of an-
other physician in the group practice, and’’,
and

(B) by adding at the end of subsection (h)
the following new paragraph:

‘‘(7) GENERAL SUPERVISION.—An individual
is considered to be under the ‘general super-
vision’ of a physician if the physician (or
group practice of which the physician is a
member) is legally responsible for the serv-
ices performed by the individual and for en-
suring that the individual meets licensure
and certification requirements, if any, appli-
cable under other provisions of law, regard-
less of whether or not the physician is phys-
ically present when the individual furnishes
an item or service.’’.

(2) CLARIFICATION OF TREATMENT OF PHYSI-
CIAN OWNERS OF GROUP PRACTICE.—Section
1877(b)(2)(B) (42 U.S.C. 1395nn(b)(2)(B)) is
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amended by striking ‘‘physician or such
group practice’’ and inserting ‘‘physician,
such group practice, or the physician owners
of such group practice’’.

(3) CONFORMING AMENDMENT.—Section
1877(b)(2) (42 U.S.C. 1395nn(b)(2)) is amended
by amending the heading to read as follows:
‘‘ANCILLARY SERVICES FURNISHED PERSONALLY
OR THROUGH GROUP PRACTICE.—’’.

(b) CLARIFICATION OF EXCEPTION FOR SERV-
ICES FURNISHED IN A RURAL AREA.—Para-
graph (5) of section 1877(b) (42 U.S.C.
1395nn(b)), as transferred by section
15201(b)(3)(C), is amended by striking ‘‘sub-
stantially all’’ and inserting ‘‘not less than
75 percent’’.

(c) REVISION OF EXCEPTION FOR CERTAIN
MANAGED CARE ARRANGEMENTS.—Section
1877(b)(3) (42 U.S.C. 1395nn(b)(3)) is amended—

(1) in the heading by inserting ‘‘MANAGED
CARE ARRANGEMENTS’’ after ‘‘PREPAID
PLANS’’;

(2) in the matter preceding subparagraph
(A), by striking ‘‘organization—’’ and insert-
ing ‘‘organization, directly or through con-
tractual arrangements with other entities,
to individuals enrolled with the organiza-
tion—’’;

(3) in subparagraph (A), by inserting ‘‘or
part C’’ after ‘‘section 1876’’;

(4) by striking ‘‘or’’ at the end of subpara-
graph (C);

(5) by striking the period at the end of sub-
paragraph (D) and inserting a comma; and

(6) by adding at the end the following new
subparagraphs:

‘‘(E) with a contract with a State to pro-
vide services under the State plan under title
XIX (in accordance with section 1903(m)) or a
State MediGrant plan under title XXI; or

‘‘(F) which is a MedicarePlus organization
under part C or which provides or arranges
for the provision of health care items or
services pursuant to a written agreement be-
tween the organization and an individual or
entity if the written agreement places the
individual or entity at substantial financial
risk for the cost or utilization of the items
or services which the individual or entity is
obligated to provide, whether through a
withhold, capitation, incentive pool, per
diem payment, or any other similar risk ar-
rangement which places the individual or en-
tity at substantial financial risk.’’.

(d) NEW EXCEPTION FOR SHARED FACILITY
SERVICES.—

(1) IN GENERAL.—Section 1877(b) (42 U.S.C.
1395nn(b)), as amended by section
15201(b)(3)(C), is amended—

(A) by redesignating paragraphs (4)
through (7) as paragraphs (5) through (8); and

(B) by inserting after paragraph (3) the fol-
lowing new paragraph:

‘‘(4) SHARED FACILITY SERVICES.—In the
case of a designated health service consist-
ing of a shared facility service of a shared fa-
cility—

‘‘(A) that is furnished—
‘‘(i) personally by the referring physician

who is a shared facility physician or person-
ally by an individual directly employed or
under the general supervision of such a phy-
sician,

‘‘(ii) by a shared facility in a building in
which the referring physician furnishes sub-
stantially all of the services of the physician
that are unrelated to the furnishing of
shared facility services, and

‘‘(iii) to a patient of a shared facility phy-
sician; and

‘‘(B) that is billed by the referring physi-
cian or a group practice of which the physi-
cian is a member.’’.

(2) DEFINITIONS.—Section 1877(h) (42 U.S.C.
1395nn(h)), as amended by section 15201(b)(6),
is amended by inserting before paragraph (4)
the following new paragraph:

‘‘(1) SHARED FACILITY RELATED DEFINI-
TIONS.—

‘‘(A) SHARED FACILITY SERVICE.—The term
‘shared facility service’ means, with respect
to a shared facility, a designated health serv-
ice furnished by the facility to patients of
shared facility physicians.

‘‘(B) SHARED FACILITY.—The term ‘shared
facility’ means an entity that furnishes
shared facility services under a shared facil-
ity arrangement.

‘‘(C) SHARED FACILITY PHYSICIAN.—The
term ‘shared facility physician’ means, with
respect to a shared facility, a physician (or a
group practice of which the physician is a
member) who has a financial relationship
under a shared facility arrangement with the
facility.

‘‘(D) SHARED FACILITY ARRANGEMENT.—The
term ‘shared facility arrangement’ means,
with respect to the provision of shared facil-
ity services in a building, a financial ar-
rangement—

‘‘(i) which is only between physicians who
are providing services (unrelated to shared
facility services) in the same building,

‘‘(ii) in which the overhead expenses of the
facility are shared, in accordance with meth-
ods previously determined by the physicians
in the arrangement, among the physicians in
the arrangement, and

‘‘(iii) which, in the case of a corporation, is
wholly owned and controlled by shared facil-
ity physicians.’’.

(e) NEW EXCEPTION FOR SERVICES FUR-
NISHED IN COMMUNITIES WITH NO ALTER-
NATIVE PROVIDERS.—Section 1877(b) (42
U.S.C. 1395nn(b)), as amended by section
15201(b)(3)(C) and subsection (d)(1), is amend-
ed—

(1) by redesignating paragraphs (5) through
(8) as paragraphs (6) through (9); and

(2) by inserting after paragraph (4) the fol-
lowing new paragraph:

‘‘(5) NO ALTERNATIVE PROVIDERS IN AREA.—
In the case of a designated health service
furnished in any area with respect to which
the Secretary determines that individuals
residing in the area do not have reasonable
access to such a designated health service for
which subsection (a)(1) does not apply.’’.

(f) NEW EXCEPTION FOR SERVICES FUR-
NISHED IN AMBULATORY SURGICAL CENTERS.—
Section 1877(b) (42 U.S.C. 1395nn(b)), as
amended by section 15201(b)(3)(C), subsection
(d)(1), and subsection (e)(1), is amended—

(1) by redesignating paragraphs (6) through
(9) as paragraphs (7) through (10); and

(2) by inserting after paragraph (5) the fol-
lowing new paragraph:

‘‘(6) SERVICES FURNISHED IN AMBULATORY
SURGICAL CENTERS.—In the case of a des-
ignated health service furnished in an ambu-
latory surgical center described in section
1832(a)(2)(F)(i).’’.

(g) NEW EXCEPTION FOR SERVICES FUR-
NISHED IN RENAL DIALYSIS FACILITIES.—Sec-
tion 1877(b) (42 U.S.C. 1395nn(b)), as amended
by section 15201(b)(3)(C), subsection (d)(1),
subsection (e)(1), and subsection (f), is
amended—

(1) by redesignating paragraphs (7) through
(10) as paragraphs (8) through (11); and

(2) by inserting after paragraph (6) the fol-
lowing new paragraph:

‘‘(7) SERVICES FURNISHED IN RENAL DIALYSIS
FACILITIES.—In the case of a designated
health service furnished in a renal dialysis
facility under section 1881.’’.

(h) NEW EXCEPTION FOR SERVICES FUR-
NISHED IN A HOSPICE.—Section 1877(b) (42
U.S.C. 1395nn(b)), as amended by section
15201(b)(3)(C), subsection (d)(1), subsection
(e)(1), subsection (f), and subsection (g), is
amended—

(1) by redesignating paragraphs (8) through
(11) as paragraphs (9) through (12); and

(2) by inserting after paragraph (7) the fol-
lowing new paragraph:

‘‘(8) SERVICES FURNISHED BY A HOSPICE PRO-
GRAM.—In the case of a designated health
service furnished by a hospice program under
section 1861(dd)(2).’’.

(i) NEW EXCEPTION FOR SERVICES FUR-
NISHED IN A COMPREHENSIVE OUTPATIENT RE-
HABILITATION FACILITY.—Section 1877(b) (42
U.S.C. 1395nn(b)), as amended by section
15201(b)(3)(C), subsection (d)(1), subsection
(e)(1), subsection (f), subsection (g), and sub-
section (h), is amended—

(1) by redesignating paragraphs (9) through
(12) as paragraphs (10) through (13); and

(2) by inserting after paragraph (8) the fol-
lowing new paragraph:

‘‘(9) SERVICES FURNISHED IN A COMPREHEN-
SIVE OUTPATIENT REHABILITATION FACILITY.—
In the case of a designated health service
furnished in a comprehensive outpatient re-
habilitation facility (as defined in section
1861(cc)(2)).’’.

(i) DEFINITION OF REFERRAL.—Section
1877(h)(5)(A) (42 U.S.C. 1395nn(h)(5)(A)) is
amended—

(1) by striking ‘‘an item or service’’ and in-
serting ‘‘a designated health service’’, and

(2) by striking ‘‘the item or service’’ and
inserting ‘‘the designated health service’’.
SEC. 15205. REPEAL OF REPORTING REQUIRE-

MENTS.
Section 1877 (42 U.S.C. 1395nn) is amended—
(1) by striking subsection (f); and
(2) by striking subsection (g)(5).

SEC. 15206. PREEMPTION OF STATE LAW.
Section 1877 (42 U.S.C. 1395nn) is amended

by adding at the end the following new sub-
section:

‘‘(i) PREEMPTION OF STATE LAW.—This sec-
tion preempts State law to the extent State
law is inconsistent with this section.’’.
SEC. 15207. EFFECTIVE DATE.

Except as provided in section 15203(b), the
amendments made by this part shall apply to
referrals made on or after August 14, 1995, re-
gardless of whether or not regulations are
promulgated to carry out such amendments.

PART 2—OTHER MEDICARE REGULATORY
RELIEF

SEC. 15211. REPEAL OF MEDICARE AND MEDIC-
AID COVERAGE DATA BANK.

(a) IN GENERAL.—Section 1144 (42 U.S.C.
1320b–14) is repealed.

(c) CONFORMING AMENDMENTS.—
(1) MEDICARE.—Section 1862(b)(5) (42 U.S.C.

1395y(b)(5)) is amended—
(A) in subparagraph (B), by striking

‘‘under—’’ and all that follows through the
end and inserting ‘‘subparagraph (A) for pur-
poses of carrying out this subsection.’’, and

(B) in subparagraph (C)(i), by striking
‘‘subparagraph (B)(i)’’ and inserting ‘‘sub-
paragraph (B)’’.

(2) MEDICAID.—Section 1902(a)(25)(A)(i) (42
U.S.C. 1396a(a)(25)(A)(i)) is amended by strik-
ing ‘‘including the use of’’ and all that fol-
lows through ‘‘any additional measures’’.

(3) ERISA.—Section 101(f) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1021(f)) is repealed.

(4) DATA MATCHES.—Section 552a(a)(8)(B) of
title 5, United States Code, is amended—

(A) by adding ‘‘; or’’ at the end of clause
(v),

(B) by striking ‘‘or’’ at the end of clause
(vi), and

(C) by striking clause (vii).
SEC. 15212. CLARIFICATION OF LEVEL OF INTENT

REQUIRED FOR IMPOSITION OF
SANCTIONS.

(a) CLARIFICATION OF LEVEL OF KNOWLEDGE
REQUIRED FOR IMPOSITION OF CIVIL MONETARY
PENALTIES.—

(1) IN GENERAL.—Section 1128A(a) (42 U.S.C.
1320a–7a(a)) is amended—
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(1) in paragraphs (1) and (2), by inserting

‘‘knowingly’’ before ‘‘presents’’ each place it
appears; and

(2) in paragraph (3), by striking ‘‘gives’’
and inserting ‘‘knowingly gives or causes to
be given’’.

(2) DEFINITION OF STANDARD.—Section
1128A(i) (42 U.S.C. 1320a–7a(i)) is amended by
adding at the end the following new para-
graph:

‘‘(6) The term ‘should know’ means that a
person, with respect to information—

‘‘(A) acts in deliberate ignorance of the
truth or falsity of the information; or

‘‘(B) acts in reckless disregard of the truth
or falsity of the information,
and no proof of specific intent to defraud is
required.’’.

(b) CLARIFICATION OF EFFECT AND APPLICA-
TION OF SAFE HARBOR EXCEPTIONS.—For pur-
poses of section 1128B(b)(3) of the Social Se-
curity Act, the specification of any payment
practice in regulations promulgated pursu-
ant to section 14(a) of the Medicare and Med-
icaid Program and Patient Protection Act of
1987 is—

(1) solely for the purpose of adding addi-
tional exceptions to the types of conduct
which are not subject to an anti-kickback
penalty under such section and not for the
purpose of limiting the scope of such excep-
tions; and

(2) for the purpose of prescribing criteria
for qualifying for such an exception notwith-
standing the intent of the party involved.

(c) LIMITING IMPOSITION OF ANTI-KICKBACK
PENALTIES TO ACTIONS WITH SIGNIFICANT
PURPOSE TO INDUCE REFERRALS.—Section
1128B(b)(2) (42 U.S.C. 1320a–7b(b)(2)) is amend-
ed in the matter preceding subparagraph (A)
by striking ‘‘to induce’’ and inserting ‘‘for
the significant purpose of inducing’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to acts or
omissions occurring on or after January 1,
1996.
SEC. 15213. ADDITIONAL EXCEPTION TO ANTI-

KICKBACK PENALTIES FOR MAN-
AGED CARE ARRANGEMENTS.

(a) IN GENERAL.—Section 1128B(b)(3) (42
U.S.C. 1320a–7b(b)(3)) is amended—

(1) by striking ‘‘and’’ at the end of subpara-
graph (D);

(2) by striking the period at the end of sub-
paragraph (E) and inserting ‘‘; and’’; and

(3) by adding at the end the following new
subparagraph:

‘‘(F) any remuneration between an organi-
zation and an individual or entity providing
services pursuant to a written agreement be-
tween the organization and the individual or
entity if the organization is a MedicarePlus
organization under part C of title XVIII or if
the written agreement places the individual
or entity at substantial financial risk for the
cost or utilization of the items or services
which the individual or entity is obligated to
provide, whether through a withhold, capita-
tion, incentive pool, per diem payment, or
any other similar risk arrangement which
places the individual or entity at substantial
financial risk.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to acts or
omissions occurring on or after January 1,
1996.
SEC. 15214. SOLICITATION AND PUBLICATION OF

MODIFICATIONS TO EXISTING SAFE
HARBORS AND NEW SAFE HARBORS.

(a) IN GENERAL.—
(1) SOLICITATIONS.—Not later than January

1, 1996, and not less than annually thereafter,
the Secretary of Health and Human Services
shall publish a notice in the Federal Register
soliciting proposals, which will be accepted
during a 60-day period, for—

(A) modifications to existing safe harbors
issued pursuant to section 14(a) of the Medi-

care and Medicaid Patient and Program Pro-
tection Act of 1987;

(B) additional safe harbors specifying pay-
ment practices that shall not be treated as a
criminal offense under section 1128B(b) of the
Social Security Act and shall not serve as
the basis for an exclusion under section
1128(b)(7) of such Act; and

(C) special fraud alerts to be issued pursu-
ant to section 15101(c).

(2) PUBLICATION OF PROPOSED MODIFICA-
TIONS AND PROPOSED ADDITIONAL SAFE HAR-
BORS.—Not later than 120 days after receiv-
ing the proposals described in subparagraphs
(A) and (B) of paragraph (1), the Secretary,
after considering such proposals in consulta-
tion with the Attorney General, shall pub-
lish in the Federal Register proposed modi-
fications to existing safe harbors and pro-
posed additional safe harbors, if appropriate,
with a 60-day comment period. After consid-
ering any public comments received during
this period, the Secretary shall issue final
rules modifying the existing safe harbors and
establishing new safe harbors, as appro-
priate.

(3) REPORT.—The Inspector General shall,
in an annual report to Congress or as part of
the year-end semiannual report required by
section 5 of the Inspector General Act of
1978, describe the proposals received under
subparagraphs (A) and (B) of paragraph (1)
and explain which proposals were included in
the publication described in paragraph (2),
which proposals were not included in that
publication, and the reasons for the rejection
of the proposals that were not included.

(b) CRITERIA FOR MODIFYING AND ESTAB-
LISHING SAFE HARBORS.—In modifying and
establishing safe harbors under subsection
(a)(2), the Secretary may consider the extent
to which providing a safe harbor for the spec-
ified payment practice may result in any of
the following:

(1) An increase or decrease in access to
health care services.

(2) An increase or decrease in the quality
of health care services.

(3) An increase or decrease in patient free-
dom of choice among health care providers.

(4) An increase or decrease in competition
among health care providers.

(5) An increase or decrease in the cost to
health care programs of the Federal Govern-
ment.

(6) An increase or decrease in the potential
overutilization of health care services.

(8) Any other factors the Secretary deems
appropriate in the interest of preventing
fraud and abuse in health care programs of
the Federal Government.
SEC. 15215. ISSUANCE OF ADVISORY OPINIONS

UNDER TITLE XI.
(a) IN GENERAL.—Title XI (42 U.S.C. 1301 et

seq.), as amended by section 15104(a), is
amended by inserting after section 1129 the
following new section:

‘‘ADVISORY OPINIONS

‘‘SEC. 1130. (a) ISSUANCE OF ADVISORY OPIN-
IONS.—The Secretary shall issue written ad-
visory opinions as provided in this section.

‘‘(b) MATTERS SUBJECT TO ADVISORY OPIN-
IONS.—The Secretary shall issue advisory
opinions as to the following matters:

‘‘(1) What constitutes prohibited remunera-
tion within the meaning of section 1128B(b).

‘‘(2) Whether an arrangement or proposed
arrangement satisfies the criteria set forth
in section 1128B(b)(3) for activities which do
not result in prohibited remuneration.

‘‘(3) Whether an arrangement or proposed
arrangement satisfies the criteria which the
Secretary has established, or shall establish
by regulation for activities which do not re-
sult in prohibited remuneration.

‘‘(4) What constitutes an inducement to re-
duce or limit services to individuals entitled

to benefits under title XVIII or title XIX or
title XXI within the meaning of section
1128B(b).

‘‘(5) Whether any activity or proposed ac-
tivity constitutes grounds for the imposition
of a sanction under section 1128, 1128A, or
1128B.

‘‘(c) MATTERS NOT SUBJECT TO ADVISORY
OPINIONS.—Such advisory opinions shall not
address the following matters:

‘‘(1) Whether the fair market value shall
be, or was paid or received for any goods,
services or property.

‘‘(2) Whether an individual is a bona fide
employee within the requirements of section
3121(d)(2) of the Internal Revenue Code of
1986.

‘‘(d) EFFECT OF ADVISORY OPINIONS.—
‘‘(1) BINDING AS TO SECRETARY AND PARTIES

INVOLVED.—Each advisory opinion issued by
the Secretary shall be binding as to the Sec-
retary and the party or parties requesting
the opinion.

‘‘(2) FAILURE TO SEEK OPINION.—The failure
of a party to seek an advisory opinion may
not be introduced into evidence to prove that
the party intended to violate the provisions
of sections 1128, 1128A, or 1128B.

‘‘(e) REGULATIONS.—
‘‘(1) IN GENERAL.—Not later than 180 days

after the date of the enactment of this sec-
tion, the Secretary shall issue regulations to
carry out this section. Such regulations
shall provide for—

‘‘(A) the procedure to be followed by a
party applying for an advisory opinion;

‘‘(B) the procedure to be followed by the
Secretary in responding to a request for an
advisory opinion;

‘‘(C) the interval in which the Secretary
shall respond;

‘‘(D) the reasonable fee to be charged to
the party requesting an advisory opinion;
and

‘‘(E) the manner in which advisory opin-
ions will be made available to the public.

‘‘(2) SPECIFIC CONTENTS.—Under the regula-
tions promulgated pursuant to paragraph
(1)—

‘‘(A) the Secretary shall be required to re-
spond to a party requesting an advisory
opinion by not later than 30 days after the
request is received; and

‘‘(B) the fee charged to the party request-
ing an advisory opinion shall be equal to the
costs incurred by the Secretary in respond-
ing to the request.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to re-
quests for advisory opinions made on or after
January 1, 1996.
SEC. 15216. PRIOR NOTICE OF CHANGES IN BILL-

ING AND CLAIMS PROCESSING RE-
QUIREMENTS FOR PHYSICIANS’
SERVICES.

Except as may be specifically provided by
Congress, the Secretary of Health and
Human Services may not implement any
change in the requirements imposed on the
billing and processing of claims for payment
for physicians’ services under part B of the
medicare program unless the Secretary noti-
fies the individuals furnishing such services
of the change not later than 120 days before
the effective date of the change.

PART 3—PROMOTING PHYSICIAN SELF-
POLICING

SEC. 15221. EXEMPTION FROM ANTITRUST LAWS
FOR CERTAIN ACTIVITIES OF MEDI-
CAL SELF-REGULATORY ENTITIES.

(a) EXEMPTION DESCRIBED.—An activity re-
lating to the provision of health care serv-
ices shall be exempt from the antitrust laws,
and any State law similar to the antitrust
laws, if the activity is within the safe harbor
described in subsection (b).

(b) SAFE HARBOR FOR ACTIVITIES OF MEDI-
CAL SELF-REGULATORY ENTITIES.—
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(1) IN GENERAL.—The safe harbor referred

to in subsection (a) is, subject to paragraph
(2), any activity of a medical self-regulatory
entity relating to standard setting or stand-
ard enforcement activities that are designed
to promote the quality of health care serv-
ices provided to patients.

(2) EXCEPTION.—No activity of a medical
self-regulatory entity may be deemed to fall
under the safe harbor established under para-
graph (1) if the activity—

(A) is conducted for purposes of financial
gain, or

(B) interferes with the provision of health
care services by any health care provider
who is not a member of the specific profes-
sion which is subject to the authority of the
medical self-regulatory entity.

(c) DEFINITIONS.—For purposes of this sec-
tion:

(1) ANTITRUST LAWS.—The term ‘‘antitrust
laws’’ has the meaning given it in subsection
(a) of the first section of the Clayton Act (15
U.S.C. 12(a)), except that such term includes
section 5 of the Federal Trade Commission
Act (15 U.S.C. 45) to the extent such section
applies to unfair methods of competition.

(2) HEALTH BENEFIT PLAN.—The term
‘‘health benefit plan’’ means—

(A) a hospital or medical expense incurred
policy or certificate,

(B) a hospital or medical service plan con-
tract,

(C) a health maintenance subscriber con-
tract,

(D) a multiple employer welfare arrange-
ment or employee benefit plan (as defined
under the Employee Retirement Income Se-
curity Act of 1974), or

(E) a MedicarePlus product (offered under
part C of title XVIII of the Social Security
Act),
that provides benefits with respect to health
care services.

(3) HEALTH CARE SERVICE.—The term
‘‘health care service’’ means any service for
which payment may be made under a health
benefit plan including services related to the
delivery or administration of such service.

(4) MEDICAL SELF-REGULATORY ENTITY.—
The term ‘‘medical self-regulatory entity’’
means a medical society or association, a
specialty board, a recognized accrediting
agency, or a hospital medical staff, and in-
cludes the members, officers, employees,
consultants, and volunteers or committees of
such an entity.

(5) HEALTH CARE PROVIDER.—The term
‘‘health care provider’’ means any individual
or entity that is engaged in the delivery of
health care services in a State and that is re-
quired by State law or regulation to be li-
censed or certified by the State to engage in
the delivery of such services in the State.

(6) STANDARD SETTING OR STANDARD EN-
FORCEMENT ACTIVITIES.— The term ‘‘standard
setting or standard enforcement activities’’
means—

(A) accreditation of health care practition-
ers, health care providers, medical education
institutions, or medical education programs,

(B) technology assessment and risk man-
agement activities,

(C) the development and implementation
of practice guidelines or practice param-
eters, or

(D) official peer review proceedings under-
taken by a hospital medical staff (or com-
mittee thereof) or a medical society or asso-
ciation for purposes of evaluating the profes-
sional conduct or quality of health care pro-
vided by a medical professional.

Subtitle D—Medical Liability Reform
PART 1—GENERAL PROVISIONS

SEC. 15301. FEDERAL REFORM OF HEALTH CARE
LIABILITY ACTIONS.

(a) APPLICABILITY.—This subtitle shall
apply with respect to any health care liabil-

ity action brought in any State or Federal
court, except that this subtitle shall not
apply to—

(1) an action for damages arising from a
vaccine-related injury or death to the extent
that title XXI of the Public Health Service
Act applies to the action, or

(2) an action under the Employee Retire-
ment Income Security Act of 1974 (29 U.S.C.
1001 et seq.).

(b) PREEMPTION.—This subtitle shall pre-
empt any State law to the extent such law is
inconsistent with the limitations contained
in this subtitle. This subtitle shall not pre-
empt any State law that provides for de-
fenses or places limitations on a person’s li-
ability in addition to those contained in this
subtitle or otherwise imposes greater restric-
tions than those provided in this subtitle.

(c) EFFECT ON SOVEREIGN IMMUNITY AND
CHOICE OF LAW OR VENUE.—Nothing in sub-
section (b) shall be construed to—

(1) waive or affect any defense of sovereign
immunity asserted by any State under any
provision of law;

(2) waive or affect any defense of sovereign
immunity asserted by the United States;

(3) affect the applicability of any provision
of the Foreign Sovereign Immunities Act of
1976;

(4) preempt State choice-of-law rules with
respect to claims brought by a foreign nation
or a citizen of a foreign nation; or

(5) affect the right of any court to transfer
venue or to apply the law of a foreign nation
or to dismiss a claim of a foreign nation or
of a citizen of a foreign nation on the ground
of inconvenient forum.

(d) AMOUNT IN CONTROVERSY.—In an action
to which this subtitle applies and which is
brought under section 1332 of title 28, United
States Code, the amount of noneconomic
damages or punitive damages, and attorneys’
fees or costs, shall not be included in deter-
mining whether the matter in controversy
exceeds the sum or value of $50,000.

(e) FEDERAL COURT JURISDICTION NOT ES-
TABLISHED ON FEDERAL QUESTION GROUNDS.—
Nothing in this subtitle shall be construed to
establish any jurisdiction in the district
courts of the United States over health care
liability actions on the basis of section 1331
or 1337 of title 28, United States Code.
SEC. 15302. DEFINITIONS.

As used in this subtitle:
(1) ACTUAL DAMAGES.—The term ‘‘actual

damages’’ means damages awarded to pay for
economic loss.

(2) ALTERNATIVE DISPUTE RESOLUTION SYS-
TEM; ADR.—The term ‘‘alternative dispute
resolution system’’ or ‘‘ADR’’ means a sys-
tem established under Federal or State law
that provides for the resolution of health
care liability claims in a manner other than
through health care liability actions.

(3) CLAIMANT.—The term ‘‘claimant’’
means any person who brings a health care
liability action and any person on whose be-
half such an action is brought. If such action
is brought through or on behalf of an estate,
the term includes the claimant’s decedent. If
such action is brought through or on behalf
of a minor or incompetent, the term includes
the claimant’s legal guardian.

(4) CLEAR AND CONVINCING EVIDENCE.—The
term ‘‘clear and convincing evidence’’ is that
measure or degree of proof that will produce
in the mind of the trier of fact a firm belief
or conviction as to the truth of the allega-
tions sought to be established. Such measure
or degree of proof is more than that required
under preponderance of the evidence but less
than that required for proof beyond a reason-
able doubt.

(5) COLLATERAL SOURCE PAYMENTS.—The
term ‘‘collateral source payments’’ means
any amount paid or reasonably likely to be

paid in the future to or on behalf of a claim-
ant, or any service, product, or other benefit
provided or reasonably likely to be provided
in the future to or on behalf of a claimant,
as a result of an injury or wrongful death,
pursuant to—

(A) any State or Federal health, sickness,
income-disability, accident or workers’ com-
pensation Act;

(B) any health, sickness, income-disability,
or accident insurance that provides health
benefits or income-disability coverage;

(C) any contract or agreement of any
group, organization, partnership, or corpora-
tion to provide, pay for, or reimburse the
cost of medical, hospital, dental, or income
disability benefits; and

(D) any other publicly or privately funded
program.

(6) DRUG.—The term ‘‘drug’’ has the mean-
ing given such term in section 201(g)(1) of the
Federal Food, Drug, and Cosmetic Act (21
U.S.C. 321(g)(1)).

(7) ECONOMIC LOSS.—The term ‘‘economic
loss’’ means any pecuniary loss resulting
from injury (including the loss of earnings or
other benefits related to employment, medi-
cal expense loss, replacement services loss,
loss due to death, burial costs, and loss of
business or employment opportunities), to
the extent recovery for such loss is allowed
under applicable State law.

(8) HARM.—The term ‘‘harm’’ means any le-
gally cognizable wrong or injury for which
punitive damages may be imposed.

(9) HEALTH BENEFIT PLAN.—The term
‘‘health benefit plan’’ means—

(A) a hospital or medical expense incurred
policy or certificate,

(B) a hospital or medical service plan con-
tract,

(C) a health maintenance subscriber con-
tract, or

(D) a MedicarePlus product (offered under
part C of title XVIII of the Social Security
Act),
that provides benefits with respect to health
care services.

(10) HEALTH CARE LIABILITY ACTION.—The
term ‘‘health care liability action’’ means a
civil action brought in a State or Federal
court against a health care provider, an en-
tity which is obligated to provide or pay for
health benefits under any health benefit plan
(including any person or entity acting under
a contract or arrangement to provide or ad-
minister any health benefit), or the manu-
facturer, distributor, supplier, marketer,
promoter, or seller of a medical product, in
which the claimant alleges a claim (includ-
ing third party claims, cross claims, counter
claims, or distribution claims) based upon
the provision of (or the failure to provide or
pay for) health care services or the use of a
medical product, regardless of the theory of
liability on which the claim is based or the
number of plaintiffs, defendants, or causes of
action.

(11) HEALTH CARE LIABILITY CLAIM.—The
term ‘‘health care liability claim’’ means a
claim in which the claimant alleges that in-
jury was caused by the provision of (or the
failure to provide) health care services.

(12) HEALTH CARE PROVIDER.—The term
‘‘health care provider’’ means any person
that is engaged in the delivery of health care
services in a State and that is required by
the laws or regulations of the State to be li-
censed or certified by the State to engage in
the delivery of such services in the State.

(13) HEALTH CARE SERVICE.—The term
‘‘health care service’’ means any service for
which payment may be made under a health
benefit plan including services related to the
delivery or administration of such service.

(14) MEDICAL DEVICE.—The term ‘‘medical
device’’ has the meaning given such term in
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section 201(h) of the Federal Food, Drug, and
Cosmetic Act (21 U.S.C. 321(h)).

(15) NONECONOMIC DAMAGES.—The term
‘‘noneconomic damages’’ means damages
paid to an individual for pain and suffering,
inconvenience, emotional distress, mental
anguish, loss of consortium, injury to rep-
utation, humiliation, and other
nonpecuniary losses.

(16) PERSON.—The term ‘‘person’’ means
any individual, corporation, company, asso-
ciation, firm, partnership, society, joint
stock company, or any other entity, includ-
ing any governmental entity.

(17) PRODUCT SELLER.—
(A) IN GENERAL.—Subject to subparagraph

(B), the term ‘‘product seller’’ means a per-
son who, in the course of a business con-
ducted for that purpose—

(i) sells, distributes, rents, leases, prepares,
blends, packages, labels, or is otherwise in-
volved in placing, a product in the stream of
commerce, or

(ii) installs, repairs, or maintains the
harm-causing aspect of a product.

(B) EXCLUSION.—Such term does not in-
clude—

(i) a seller or lessor of real property;
(ii) a provider of professional services in

any case in which the sale or use of a prod-
uct is incidental to the transaction and the
essence of the transaction is the furnishing
of judgment, skill, or services; or

(iii) any person who—
(I) acts in only a financial capacity with

respect to the sale of a product; or
(II) leases a product under a lease arrange-

ment in which the selection, possession,
maintenance, and operation of the product
are controlled by a person other than the les-
sor.

(18) PUNITIVE DAMAGES.—The term ‘‘puni-
tive damages’’ means damages awarded
against any person not to compensate for ac-
tual injury suffered, but to punish or deter
such person or others from engaging in simi-
lar behavior in the future.

(19) STATE.—The term ‘‘State’’ means each
of the several States, the District of Colum-
bia, Puerto Rico, the Virgin Islands, Guam,
American Samoa, the Northern Mariana Is-
lands, and any other territory or possession
of the United States.
SEC. 15303. EFFECTIVE DATE.

This subtitle will apply to any health care
liability action brought in a Federal or State
court and to any health care liability claim
subject to an alternative dispute resolution
system, that is initiated on or after the date
of enactment of this subtitle, except that
any health care liability claim or action
arising from an injury occurring prior to the
date of enactment of this subtitle shall be
governed by the applicable statute of limita-
tions provisions in effect at the time the in-
jury occurred.

PART 2—UNIFORM STANDARDS FOR
HEALTH CARE LIABILITY ACTIONS

SEC. 15311. STATUTE OF LIMITATIONS.
A health care liability action may not be

brought after the expiration of the 2-year pe-
riod that begins on the date on which the al-
leged injury that is the subject of the action
was discovered or should reasonably have
been discovered, but in no case after the ex-
piration of the 5-year period that begins on
the date the alleged injury occurred.
SEC. 15312. CALCULATION AND PAYMENT OF

DAMAGES.
(a) TREATMENT OF NONECONOMIC DAM-

AGES.—
(1) LIMITATION ON NONECONOMIC DAMAGES.—

The total amount of noneconomic damages
that may be awarded to a claimant for losses
resulting from the injury which is the sub-
ject of a health care liability action may not
exceed $250,000, regardless of the number of

parties against whom the action is brought
or the number of actions brought with re-
spect to the injury.

(2) JOINT AND SEVERAL LIABILITY.—In any
health care liability action brought in State
or Federal court, a defendant shall be liable
only for the amount of noneconomic dam-
ages attributable to such defendant in direct
proportion to such defendant’s share of fault
or responsibility for the claimant’s actual
damages, as determined by the trier of fact.
In all such cases, the liability of a defendant
for noneconomic damages shall be several
and not joint.

(b) TREATMENT OF PUNITIVE DAMAGES.—
(1) GENERAL RULE.—Punitive damages may,

to the extent permitted by applicable State
law, be awarded in any health care liability
action for harm in any Federal or State
court against a defendant if the claimant es-
tablishes by clear and convincing evidence
that the harm suffered was the result of con-
duct—

(A) specifically intended to cause harm, or
(B) conduct manifesting a conscious, fla-

grant indifference to the rights or safety of
others.

(2) PROPORTIONAL AWARDS.—The amount of
punitive damages that may be awarded in
any health care liability action subject to
this subtitle shall not exceed 3 times the
amount of damages awarded to the claimant
for economic loss, or $250,000, whichever is
greater. This paragraph shall be applied by
the court and shall not be disclosed to the
jury.

(3) APPLICABILITY.—This subsection shall
apply to any health care liability action
brought in any Federal or State court on any
theory where punitive damages are sought.
This subsection does not create a cause of
action for punitive damages. This subsection
does not preempt or supersede any State or
Federal law to the extent that such law
would further limit the award of punitive
damages.

(4) BIFURCATION.—At the request of any
party, the trier of fact shall consider in a
separate proceeding whether punitive dam-
ages are to be awarded and the amount of
such award. If a separate proceeding is re-
quested, evidence relevant only to the claim
of punitive damages, as determined by appli-
cable State law, shall be inadmissible in any
proceeding to determine whether actual
damages are to be awarded.

(5) DRUGS AND DEVICES.—
(A) IN GENERAL.—(i) Punitive damages

shall not be awarded against a manufacturer
or product seller of a drug or medical device
which caused the claimant’s harm where—

(I) such drug or device was subject to pre-
market approval by the Food and Drug Ad-
ministration with respect to the safety of
the formulation or performance of the aspect
of such drug or device which caused the
claimant’s harm, or the adequacy of the
packaging or labeling of such drug or device
which caused the harm, and such drug, de-
vice, packaging, or labeling was approved by
the Food and Drug Administration; or

(II) the drug is generally recognized as safe
and effective pursuant to conditions estab-
lished by the Food and Drug Administration
and applicable regulations, including pack-
aging and labeling regulations.

(ii) Clause (i) shall not apply in any case in
which the defendant, before or after pre-
market approval of a drug or device—

(I) intentionally and wrongfully withheld
from or misrepresented to the Food and Drug
Administration information concerning such
drug or device required to be submitted
under the Federal Food, Drug, and Cosmetic
Act (21 U.S.C. 301 et seq.) or section 351 of the
Public Health Service Act (42 U.S.C. 262) that
is material and relevant to the harm suffered
by the claimant, or

(II) made an illegal payment to an official
or employee of the Food and Drug Adminis-
tration for the purpose of securing or main-
taining approval of such drug or device.

(B) PACKAGING.—In a health care liability
action for harm which is alleged to relate to
the adequacy of the packaging or labeling of
a drug which is required to have tamper-re-
sistant packaging under regulations of the
Secretary of Health and Human Services (in-
cluding labeling regulations related to such
packaging), the manufacturer or product
seller of the drug shall not be held liable for
punitive damages unless such packaging or
labeling is found by the court by clear and
convincing evidence to be substantially out
of compliance with such regulations.

(c) PERIODIC PAYMENTS FOR FUTURE
LOSSES.—

(1) GENERAL RULE.—In any health care li-
ability action in which the damages awarded
for future economic and noneconomic loss
exceeds $50,000, a person shall not be required
to pay such damages in a single, lump-sum
payment, but shall be permitted to make
such payments periodically based on when
the damages are found likely to occur, as
such payments are determined by the court.

(2) FINALITY OF JUDGMENT.—The judgment
of the court awarding periodic payments
under this subsection may not, in the ab-
sence of fraud, be reopened at any time to
contest, amend, or modify the schedule or
amount of the payments.

(3) LUMP-SUM SETTLEMENTS.—This sub-
section shall not be construed to preclude a
settlement providing for a single, lump-sum
payment.

(d) TREATMENT OF COLLATERAL SOURCE
PAYMENTS.—

(1) INTRODUCTION INTO EVIDENCE.—In any
health care liability action, any defendant
may introduce evidence of collateral source
payments. If any defendant elects to intro-
duce such evidence, the claimant may intro-
duce evidence of any amount paid or contrib-
uted or reasonably likely to be paid or con-
tributed in the future by or on behalf of the
claimant to secure the right to such collat-
eral source payments.

(2) NO SUBROGATION.—No provider of collat-
eral source payments shall recover any
amount against the claimant or receive any
lien or credit against the claimant’s recov-
ery or be equitably or legally subrogated the
right of the claimant in a health care liabil-
ity action.

(3) APPLICATION TO SETTLEMENTS.—This
subsection shall apply to an action that is
settled as well as an action that is resolved
by a fact finder.
SEC. 15313. ALTERNATIVE DISPUTE RESOLUTION.

Any ADR used to resolve a health care li-
ability action or claim shall contain provi-
sions relating to statute of limitations, non-
economic damages, joint and several liabil-
ity, punitive damages, collateral source rule,
and periodic payments which are identical to
the provisions relating to such matters in
this subtitle.
Subtitle E—Teaching Hospitals and Graduate

Medical Education
PART 1—TEACHING HOSPITAL AND GRAD-

UATE MEDICAL EDUCATION TRUST
FUND

SEC. 15401. ESTABLISHMENT OF FUND; PAY-
MENTS TO TEACHING HOSPITALS.

The Social Security Act (42 U.S.C. 300 et
seq.) is amended by adding after title XXI
the following title:
‘‘TITLE XXII—TEACHING HOSPITAL AND

GRADUATE MEDICAL EDUCATION
TRUST FUND

‘‘PART A—ESTABLISHMENT OF FUND

‘‘SEC. 2201. ESTABLISHMENT OF FUND.
‘‘(a) IN GENERAL.—There is established in

the Treasury of the United States a fund to
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be known as the Teaching Hospital and
Graduate Medical Education Trust Fund (in
this title referred to as the ‘Fund’), consist-
ing of amounts appropriated to the Fund in
subsection (d) and subsection (e)(3), amounts
transferred to the Fund under section 1886(j),
and such gifts and bequests as may be depos-
ited in the Fund pursuant to subsection (f).
Amounts in the Fund are available until ex-
pended.

‘‘(b) EXPENDITURES FROM FUND.—Amounts
in the Fund are available to the Secretary
for making payments under section 2211.

‘‘(c) ACCOUNTS IN FUND.—There are estab-
lished within the Fund the following ac-
counts:

‘‘(1) The Indirect-Costs Medical Education
Account.

‘‘(2) The Medicare Direct-Costs Medical
Education Account.

‘‘(3) The General Direct-Costs Medical Edu-
cation Account.

‘‘(d) GENERAL TRANSFERS TO FUND.—
‘‘(1) IN GENERAL.—For fiscal year 1997 and

each subsequent fiscal year, there are appro-
priated to the Fund (effective on the applica-
ble date under paragraph (2)), out of any
money in the Treasury not otherwise appro-
priated, the following amounts (as applicable
to the fiscal year involved):

‘‘(A) For fiscal year 1997, $1,300,000,000.
‘‘(B) For fiscal year 1998, $1,500,000,000.
‘‘(C) For fiscal year 1999, $2,300,000,000.
‘‘(D) For fiscal year 2000, $3,100,000,000.
‘‘(E) For fiscal year 2001, $3,600,000,000.
‘‘(F) For fiscal year 2002, $4,000,000,000.
‘‘(G) For fiscal year 2003 and each subse-

quent fiscal year, the greater of the amount
appropriated for the preceding fiscal year or
an amount equal to the product of—

‘‘(i) the amount appropriated for the pre-
ceding fiscal year; and

‘‘(ii) 1 plus the percentage increase in the
nominal gross domestic product for the one-
year period ending upon July 1 of such pre-
ceding fiscal year.

‘‘(2) EFFECTIVE DATE FOR ANNUAL APPRO-
PRIATION.—For purposes of paragraph (1) (and
for purposes of section 2221(a)(1), and sub-
sections (b)(1)(A) and (c)(1)(A) of section
2231)), the applicable date for a fiscal year is
the first day of the fiscal year, exclusive of
Saturdays, Sundays, and Federal holidays.

‘‘(3) ALLOCATION AMONG CERTAIN AC-
COUNTS.—Of the amount appropriated in
paragraph (1) for a fiscal year—

‘‘(A) there shall be allocated to the Indi-
rect-Costs Medical Education Account the
percentage determined under paragraph
(4)(B); and

‘‘(B) there shall be allocated to the General
Direct-Costs Medical Education Account the
percentage determined under paragraph
(4)(C).

‘‘(4) DETERMINATION OF PERCENTAGES.—The
Secretary of Health and Human Services,
acting through the Administrator of the
Health Care Financing Administration, shall
determine the following:

‘‘(A) The total amount of payments that
were made under subsections (d)(5)(B) and (h)
of section 1886 for fiscal year 1994.

‘‘(B) The percentage of such total that was
constituted by payments under subsection
(d)(5)(B) of such section.

‘‘(C) The percentage of such total that was
constituted by payments under subsection
(h) of such section.

‘‘(e) INVESTMENT.—
‘‘(1) IN GENERAL.—The Secretary of the

Treasury shall invest such amounts of the
Fund as such Secretary determines are not
required to meet current withdrawals from
the Fund. Such investments may be made
only in interest-bearing obligations of the
United States. For such purpose, such obli-
gations may be acquired on original issue at

the issue price, or by purchase of outstand-
ing obligations at the market price.

‘‘(2) SALE OF OBLIGATIONS.—Any obligation
acquired by the Fund may be sold by the
Secretary of the Treasury at the market
price.

‘‘(3) AVAILABILITY OF INCOME.—Any interest
derived from obligations acquired by the
Fund, and proceeds from any sale or redemp-
tion of such obligations, are hereby appro-
priated to the Fund.

‘‘(f) ACCEPTANCE OF GIFTS AND BEQUESTS.—
The Fund may accept on behalf of the United
States money gifts and bequests made un-
conditionally to the Fund for the benefit of
the Fund or any activity financed through
the Fund.

‘‘PART B—PAYMENTS TO TEACHING HOSPITALS

‘‘Subpart 1—Requirement of Payments

‘‘SEC. 2211. FORMULA PAYMENTS TO TEACHING
HOSPITALS.

‘‘(a) IN GENERAL.—Subject to subsection
(d), in the case of each teaching hospital that
in accordance with subsection (b) submits to
the Secretary a payment document for fiscal
year 1997 or any subsequent fiscal year, the
Secretary shall make payments for the year
to the teaching hospital for the costs of oper-
ating approved medical residency training
programs. Such payments shall be made
from the Fund, and the total of the pay-
ments to the hospital for the fiscal year
shall equal the sum of the following:

‘‘(1) An amount determined under section
2221 (relating to the indirect costs of grad-
uate medical education).

‘‘(2) An amount determined under section
2231 (relating to the direct costs of graduate
medical education).

‘‘(b) PAYMENT DOCUMENT.—For purposes of
subsection (a), a payment document is a doc-
ument containing such information as may
be necessary for the Secretary to make pay-
ments under such subsection to a teaching
hospital for a fiscal year. The document is
submitted in accordance with this subsection
if the document is submitted not later than
the date specified by the Secretary, and the
document is in such form and is made in
such manner as the Secretary may require.
The Secretary may require that information
under this subsection be submitted to the
Secretary in periodic reports.

‘‘(c) ADMINISTRATOR OF PROGRAMS.—This
part, and the subsequent parts of this title,
shall be carried out by the Secretary acting
through the Administrator of the Health
Care Financing Administration.

‘‘(d) SPECIAL RULES.—
‘‘(1) AUTHORITY REGARDING PAYMENTS TO

CONSORTIA OF PROVIDERS.—In the case of pay-
ments under subsection (a) that are deter-
mined under section 2231:

‘‘(A) The requirement under such sub-
section to make the payments to teaching
hospitals is subject to the authority of the
Secretary under section 2233(a) to make pay-
ments to qualifying consortia.

‘‘(B) If the Secretary authorizes such a
consortium for purposes of section 2233(a),
subsections (a) and (b) of this section apply
to the consortium to the same extent and in
the same manner as the subsections apply to
teaching hospitals.

‘‘(2) CERTAIN HOSPITALS.—Paragraph (1) of
subsection (a) is subject to sections 2222 and
2223 of subpart 2. Paragraph (2) of subsection
(a) is subject to sections 2232 through 2234 of
subpart 3.

‘‘(e) APPROVED MEDICAL RESIDENCY TRAIN-
ING PROGRAM.—For purposes of this title, the
term ‘approved medical residency training
program’ has the meaning given such term
in section 1886(h)(5)(A).

‘‘Subpart 2—Amount Relating to Indirect
Costs of Graduate Medical Education

‘‘SEC. 2221. DETERMINATION OF AMOUNT RELAT-
ING TO INDIRECT COSTS.

‘‘(a) IN GENERAL.—For purposes of section
2211(a)(1), the amount determined under this
section for a teaching hospital for a fiscal
year is the product of—

‘‘(1) the amount in the Indirect-Costs Medi-
cal Education Account on the applicable
date under section 2201(d) (once the appro-
priation under such section is made); and

‘‘(2) the percentage determined for the hos-
pital under subsection (b).

‘‘(b) HOSPITAL-SPECIFIC PERCENTAGE.—
‘‘(1) IN GENERAL.—For purposes of sub-

section (a)(2), the percentage determined
under this subsection for a teaching hospital
is the mean average of the respective per-
centages determined under paragraph (3) for
each fiscal year of the applicable period (as
defined in paragraph (2)), adjusted by the
Secretary (upward or downward, as the case
may be) on a pro rata basis to the extent
necessary to ensure that the sum of the per-
centages determined under this paragraph
for all teaching hospitals is equal to 100 per-
cent. The preceding sentence is subject to
sections 2222 and 2223.

‘‘(2) APPLICABLE PERIOD REGARDING REL-
EVANT DATA; FISCAL YEARS 1992 THROUGH 1994.—
For purposes of this part, the term ‘applica-
ble period’ means the period beginning on
the first day of fiscal year 1992 and continu-
ing through the end of fiscal year 1994.

‘‘(3) RESPECTIVE DETERMINATIONS FOR FIS-
CAL YEARS OF APPLICABLE PERIOD.—For pur-
poses of paragraph (1), the percentage deter-
mined under this paragraph for a teaching
hospital for a fiscal year of the applicable pe-
riod is the percentage constituted by the
ratio of—

‘‘(A) the total amount of payments re-
ceived by the hospital under section
1886(d)(5)(B) for discharges occurring during
the fiscal year involved; to

‘‘(B) the sum of the respective amounts de-
termined under subparagraph (A) for the fis-
cal year for all teaching hospitals.

‘‘(c) AVAILABILITY OF DATA.—If a teaching
hospital received the payments specified in
subsection (b)(3)(A) during the applicable pe-
riod but a complete set of the relevant data
is not available to the Secretary for purposes
of determining an amount under such sub-
section for the fiscal year involved, the Sec-
retary shall for purposes of such subsection
make an estimate on the basis of such data
as are available to the Secretary for the ap-
plicable period.

‘‘SEC. 2222. INDIRECT COSTS; SPECIAL RULES RE-
GARDING DETERMINATION OF HOS-
PITAL-SPECIFIC PERCENTAGE.

‘‘(a) SPECIAL RULE REGARDING FISCAL
YEARS 1995 AND 1996.—

‘‘(1) IN GENERAL.—In the case of a teaching
hospital whose first payments under
1886(d)(5)(B) were for discharges occurring in
fiscal year 1995 or in fiscal year 1996 (referred
to in this subsection individually as a ‘first
payment year’), the percentage determined
under paragraph (2) for the hospital is
deemed to be the percentage applicable
under section 2221(b) to the hospital, except
that the percentage under paragraph (2) shall
be adjusted in accordance with section
2221(b)(1) to the extent determined by the
Secretary to be necessary with respect to a
sum that equals 100 percent.

‘‘(2) DETERMINATION OF PERCENTAGE.—For
purposes of paragraph (1), the percentage de-
termined under this paragraph for a teaching
hospital is the percentage constituted by the
ratio of the amount determined under sub-
paragraph (A) to the amount determined
under subparagraph (B), as follows:
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‘‘(A)(i) If the first payment year for the

hospital is fiscal year 1995, the amount deter-
mined under this subparagraph is the total
amount of payments received by the hospital
under section 1886(d)(5)(B) for discharges oc-
curring during fiscal year 1995.

‘‘(ii) If the first payment year for the hos-
pital is fiscal year 1996, the amount deter-
mined under this subparagraph is an amount
equal to an estimate by the Secretary of the
total amount of payments that would have
been paid to the hospital under section
1886(d)(5)(B) for discharges occurring during
fiscal year 1995 if such section, as in effect
for fiscal year 1996, had applied to the hos-
pital for discharges occurring during fiscal
year 1995.

‘‘(B)(i) If the first payment year for the
hospital is fiscal year 1995, the amount deter-
mined under this subparagraph is the aggre-
gate total of the payments received by
teaching hospitals under section 1886(d)(5)(B)
for discharges occurring during fiscal year
1995.

‘‘(ii) If the first payment year for the hos-
pital is fiscal year 1996—

‘‘(I) the Secretary shall make an estimate
in accordance with subparagraph (A)(ii) for
all teaching hospitals; and

‘‘(II) the amount determined under this
subparagraph is the sum of the estimates
made by the Secretary under subclause (I).

‘‘(b) NEW TEACHING HOSPITALS.—
‘‘(1) IN GENERAL.—Subject to paragraph (4),

in the case of a teaching hospital that did
not receive payments under section
1886(d)(5)(B) for any of the fiscal years 1992
through 1996, the percentage determined
under paragraph (3) for the hospital is
deemed to be the percentage applicable
under section 2221(b) to the hospital, except
that the percentage under paragraph (3) shall
be adjusted in accordance with section
2221(b)(1) to the extent determined by the
Secretary to be necessary with respect to a
sum that equals 100 percent.

‘‘(2) DESIGNATED FISCAL YEAR REGARDING
DATA.—The determination under paragraph
(3) of a percentage for a teaching hospital de-
scribed in paragraph (1) shall be made for the
most recent fiscal year for which the Sec-
retary has sufficient data to make the deter-
mination (referred to in this subsection as
the ‘designated fiscal year’).

‘‘(3) DETERMINATION OF PERCENTAGE.—For
purposes of paragraph (1), the percentage de-
termined under this paragraph for the teach-
ing hospital involved is the percentage con-
stituted by the ratio of the amount deter-
mined under subparagraph (A) to the amount
determined under subparagraph (B), as fol-
lows:

‘‘(A) The amount determined under this
subparagraph is an amount equal to an esti-
mate by the Secretary of the total amount of
payments that would have been paid to the
hospital under section 1886(d)(5)(B) for the
designated fiscal year if such section, as in
effect for the first fiscal year for which pay-
ments pursuant to this subsection are to be
made to the hospital, had applied to the hos-
pital for the designated fiscal year.

‘‘(B) The Secretary shall make an estimate
in accordance with subparagraph (A) for all
teaching hospitals. The amount determined
under this subparagraph is the sum of the es-
timates made by the Secretary under the
preceding sentence.

‘‘(4) LIMITATION.— This subsection does not
apply to a teaching hospital described in
paragraph (1) if the hospital is in a State for
which a demonstration project under section
1814(b)(3) is in effect.

‘‘(c) CONSOLIDATIONS AND MERGERS.—In the
case of two or more teaching hospitals that
have each received payments pursuant to
section 2221 for one or more fiscal years and
that undergo a consolidation or merger, the

percentage applicable to the resulting teach-
ing hospital for purposes of section 2221(b) is
the sum of the respective percentages that
would have applied pursuant to such section
if the hospitals had not undergone the con-
solidation or merger.
‘‘SEC. 2223. INDIRECT COSTS; ALTERNATIVE PAY-

MENTS REGARDING TEACHING HOS-
PITALS IN CERTAIN STATES.

‘‘(a) IN GENERAL.—In the case of a teaching
hospital in a State for which a demonstra-
tion project under section 1814(b)(3) is in ef-
fect, this section applies in lieu of section
2221. For purposes of section 2211(a)(1), the
amount determined for such a teaching hos-
pital for a fiscal year is the product of—

‘‘(1) the amount in the Indirect-Costs Medi-
cal Education Account for the fiscal year
pursuant to the allocation under section
2201(d)(3)(A) for the year; and

‘‘(2) the percentage determined under sub-
section (b) for the hospital.

‘‘(b) DETERMINATION OF PERCENTAGE.—For
purposes of subsection (a)(2):

‘‘(1) The Secretary shall make an estimate
of the total amount of payments that would
have been received under section 1886(d)(5)(B)
by the hospital involved with respect to each
of the fiscal years of the applicable period if
such section (as in effect for such fiscal
years) had applied to the hospital for such
years.

‘‘(2) The percentage determined under this
subsection for the hospital for a fiscal year is
a mean average percentage determined for
the hospital in accordance with the meth-
odology of section 2221(b)(1), except that the
estimate made by the Secretary under para-
graph (1) of this subsection for a fiscal year
of the applicable period is deemed to be the
amount that applies for purposes of section
2221(b)(3)(A) for such year.

‘‘(c) RULE REGARDING PAYMENTS FROM CER-
TAIN AMOUNTS.—In the case of a teaching
hospital described in subsection (a), this sec-
tion does not authorize any payment to the
hospital from amounts transferred to the
Fund under section 1886(j).

‘‘(d) ADJUSTMENT REGARDING PAYMENTS TO
OTHER HOSPITALS.—In the case of a fiscal
year for which payments pursuant to sub-
section (a) are made to one or more teaching
hospitals, the following applies:

‘‘(1) The Secretary shall determine a per-
centage equal to the sum of the respective
percentages determined for the hospitals
under subsection (b).

‘‘(2) The Secretary shall determine an
amount equal to the product of—

‘‘(A) the percentage determined under
paragraph (1); and

‘‘(B) the amount in the Indirect-Costs Med-
ical Education Account for the fiscal year
pursuant to the transfer under section
1886(j)(1).

‘‘(3) The Secretary shall, for each hospital
(other than hospitals described in subsection
(a)), make payments to the hospital in
amounts whose sum for the fiscal year is
equal to the product of—

‘‘(A) the amount determined under para-
graph (2); and

‘‘(B) the percentage that applies to the
hospital for purposes of section 2221(b), ex-
cept that such percentage shall be adjusted
in accordance with the methodology of sec-
tion 2221(b)(1) to the extent determined by
the Secretary to be necessary with respect to
a sum that equals 100 percent.

‘‘Subpart 3—Amount Relating to Direct
Costs of Graduate Medical Education

‘‘SEC. 2231. DETERMINATION OF AMOUNT RELAT-
ING TO DIRECT COSTS.

‘‘(a) IN GENERAL.—For purposes of section
2211(a)(2), the amount determined under this
section for a teaching hospital for a fiscal
year is the sum of—

‘‘(1) the amount determined under sub-
section (b) (relating to the General Direct-
Costs Medical Education Account); and

‘‘(2) the amount determined under sub-
section (c) (relating to the Medicare Direct-
Costs Medical Education Account).

‘‘(b) PAYMENT FROM GENERAL ACCOUNT.—
‘‘(1) IN GENERAL.—For purposes of sub-

section (a)(1), the amount determined under
this subsection for a teaching hospital for a
fiscal year is the product of—

‘‘(A) the amount in the General Direct-
Costs Medical Education Account on the ap-
plicable date under section 2201(d) (once the
appropriation under such section is made);
and

‘‘(B) the percentage determined for the
hospital under paragraph (2).

‘‘(2) HOSPITAL-SPECIFIC PERCENTAGE.—
‘‘(A) IN GENERAL.—For purposes of para-

graph (1)(B), the percentage determined
under this paragraph for a teaching hospital
is the mean average of the respective per-
centages determined under subparagraph (B)
for each fiscal year of the applicable period
(as defined in section 2221(b)(2)), adjusted by
the Secretary (upward or downward, as the
case may be) on a pro rata basis to the ex-
tent necessary to ensure that the sum of the
percentages determined under this subpara-
graph for all teaching hospitals is equal to
100 percent. The preceding sentence is sub-
ject to sections 2232 through 2234.

‘‘(B) RESPECTIVE DETERMINATIONS FOR FIS-
CAL YEARS OF APPLICABLE PERIOD.—For pur-
poses of subparagraph (A), the percentage de-
termined under this subparagraph for a
teaching hospital for a fiscal year of the ap-
plicable period is the percentage constituted
by the ratio of—

‘‘(i) the total amount of payments received
by the hospital under section 1886(h) for cost
reporting periods beginning during the fiscal
year involved; to

‘‘(ii) the sum of the respective amounts de-
termined under clause (i) for the fiscal year
for all teaching hospitals.

‘‘(3) AVAILABILITY OF DATA.—If a teaching
hospital received the payments specified in
paragraph (2)(B)(i) during the applicable pe-
riod but a complete set of the relevant data
is not available to the Secretary for purposes
of determining an amount under such para-
graph for the fiscal year involved, the Sec-
retary shall for purposes of such paragraph
make an estimate on the basis of such data
as are available to the Secretary for the ap-
plicable period.

‘‘(c) PAYMENT FROM MEDICARE ACCOUNT.—
‘‘(1) IN GENERAL.—For purposes of sub-

section (a)(2), the amount determined under
this subsection for a teaching hospital for a
fiscal year is the product of—

‘‘(A) the amount in the Medicare Direct-
Costs Medical Education Account on the ap-
plicable date under section 2201(d) (once the
appropriation under such section is made);
and

‘‘(B) the percentage determined for the
hospital under paragraph (2) for the fiscal
year.

‘‘(2) HOSPITAL-SPECIFIC PERCENTAGE.—For
purposes of paragraph (1)(B), the percentage
determined under this subsection for a
teaching hospital for a fiscal year is the per-
centage constituted by the ratio of—

‘‘(A) the estimate made by the Secretary
for the hospital for the fiscal year under sec-
tion 1886(j)(2)(B); to

‘‘(B) the sum of the respective estimates
referred to in subparagraph (A) for all teach-
ing hospitals.
‘‘SEC. 2232. DIRECT COSTS; SPECIAL RULES RE-

GARDING DETERMINATION OF HOS-
PITAL-SPECIFIC PERCENTAGE.

‘‘(a) SPECIAL RULE REGARDING FISCAL
YEARS 1995 AND 1996.—
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‘‘(1) IN GENERAL.—In the case of a teaching

hospital whose first payments under 1886(h)
were for cost reporting period beginning in
fiscal year 1995 or in fiscal year 1996 (referred
to in this subsection individually as a ‘first
payment year’), the percentage determined
under paragraph (2) for the hospital is
deemed to be the percentage applicable
under section 2231(b)(2) to the hospital, ex-
cept that the percentage under paragraph (2)
shall be adjusted in accordance with section
2231(b)(2)(A) to the extent determined by the
Secretary to be necessary with respect to a
sum that equals 100 percent.

‘‘(2) DETERMINATION OF PERCENTAGE.—For
purposes of paragraph (1), the percentage de-
termined under this paragraph for a teaching
hospital is the percentage constituted by the
ratio of the amount determined under sub-
paragraph (A) to the amount determined
under subparagraph (B), as follows:

‘‘(A)(i) If the first payment year for the
hospital is fiscal year 1995, the amount deter-
mined under this subparagraph is the total
amount of payments received by the hospital
under section 1886(h) for cost reporting peri-
ods beginning in fiscal year 1995.

‘‘(ii) If the first payment year for the hos-
pital is fiscal year 1996, the amount deter-
mined under this subparagraph is an amount
equal to an estimate by the Secretary of the
total amount of payments that would have
been paid to the hospital under section
1886(h) for cost reporting periods beginning
in fiscal year 1995 if such section, as in effect
for fiscal year 1996, had applied to the hos-
pital for fiscal year 1995.

‘‘(B)(i) If the first payment year for the
hospital is fiscal year 1995, the amount deter-
mined under this subparagraph is the aggre-
gate total of the payments received by
teaching hospitals under section 1886(h) for
cost reporting periods beginning in fiscal
year 1995.

‘‘(ii) If the first payment year for the hos-
pital is fiscal year 1996—

‘‘(I) the Secretary shall make an estimate
in accordance with subparagraph (A)(ii) for
all teaching hospitals; and

‘‘(II) the amount determined under this
subparagraph is the sum of the estimates
made by the Secretary under subclause (I).

‘‘(b) NEW TEACHING HOSPITALS.—
‘‘(1) IN GENERAL.—Subject to paragraph (4),

in the case of a teaching hospital that did
not receive payments under section 1886(h)
for any of the fiscal years 1992 through 1996,
the percentage determined under paragraph
(3) for the hospital is deemed to be the per-
centage applicable under section 2231(b)(2) to
the hospital, except that the percentage
under paragraph (3) shall be adjusted in ac-
cordance with section 2231(b)(2)(A) to the ex-
tent determined by the Secretary to be nec-
essary with respect to a sum that equals 100
percent.

‘‘(2) DESIGNATED FISCAL YEAR REGARDING
DATA.—The determination under paragraph
(3) of a percentage for a teaching hospital de-
scribed in paragraph (1) shall be made for the
most recent fiscal year for which the Sec-
retary has sufficient data to make the deter-
mination (referred to in this subsection as
the ‘designated fiscal year’).

‘‘(3) DETERMINATION OF PERCENTAGE.—For
purposes of paragraph (1), the percentage de-
termined under this paragraph for the teach-
ing hospital involved is the percentage con-
stituted by the ratio of the amount deter-
mined under subparagraph (A) to the amount
determined under subparagraph (B), as fol-
lows:

‘‘(A) The amount determined under this
subparagraph is an amount equal to an esti-
mate by the Secretary of the total amount of
payments that would have been paid to the
hospital under section 1886(h) for the des-
ignated fiscal year if such section, as in ef-

fect for the first fiscal year for which pay-
ments pursuant to this subsection are to be
made to the hospital, had applied to the hos-
pital for cost reporting periods beginning in
the designated fiscal year.

‘‘(B) The Secretary shall make an estimate
in accordance with subparagraph (A) for all
teaching hospitals. The amount determined
under this subparagraph is the sum of the es-
timates made by the Secretary under the
preceding sentence.

‘‘(4) LIMITATION.— This subsection does not
apply to a teaching hospital described in
paragraph (1) if the hospital is in a State for
which a demonstration project under section
1814(b)(3) is in effect.

‘‘(c) CONSOLIDATIONS AND MERGERS.—In the
case of two or more teaching hospitals that
have each received payments pursuant to
section 2231 for one or more fiscal years and
that undergo a consolidation or merger, the
percentage applicable to the resulting teach-
ing hospital for purposes of section 2231(b) is
the sum of the respective percentages that
would have applied pursuant to such section
if the hospitals had not undergone the con-
solidation or merger.
‘‘SEC. 2233. DIRECT COSTS; AUTHORITY FOR PAY-

MENTS TO CONSORTIA OF PROVID-
ERS.

‘‘(a) IN GENERAL.—In lieu of making pay-
ments to teaching hospitals pursuant to sec-
tion 2231, the Secretary may make payments
under this section to consortia that meet the
requirements of subsection (b).

‘‘(b) QUALIFYING CONSORTIUM.—For pur-
poses of subsection (a), a consortium meets
the requirements of this subsection if the
consortium is in compliance with the follow-
ing:

‘‘(1) The consortium consists of an ap-
proved medical residency training program
and one or more of the following entities:

‘‘(A) Schools of allopathic medicine or os-
teopathic medicine.

‘‘(B) Teaching hospitals.
‘‘(C) Other approved medical residency

training programs.
‘‘(D) Federally qualified health centers.
‘‘(E) Medical group practices.
‘‘(F) Managed care entities.
‘‘(G) Entities furnishing outpatient serv-

ices.
‘‘(H) Such other entities as the Secretary

determines to be appropriate.
‘‘(2) The members of the consortium have

agreed to participate in the programs of
graduate medical education that are oper-
ated by the entities in the consortium.

‘‘(3) With respect to the receipt by the con-
sortium of payments made pursuant to this
section, the members of the consortium have
agreed on a method for allocating the pay-
ments among the members.

‘‘(4) The consortium meets such additional
requirements as the Secretary may estab-
lish.

‘‘(c) PAYMENTS FROM ACCOUNTS.—
‘‘(1) IN GENERAL.—Subject to subsection

(d), the total of payments to a qualifying
consortium for a fiscal year pursuant to sub-
section (a) shall be the sum of—

‘‘(1) the aggregate amount determined for
the teaching hospitals of the consortium
pursuant to paragraph (1) of section 2231(a);
and

‘‘(2) an amount determined in accordance
with the methodology that applies pursuant
to paragraph (2) of such section, except that
the estimate used for purposes of subsection
(c)(2)(A) of such section shall be the estimate
made for the consortium under section
1886(j)(2)(C)(ii).

‘‘(d) LIMITATION ON AGGREGATE TOTAL OF
PAYMENTS TO CONSORTIA.—The aggregate
total of the amounts paid under subsection
(c)(2) to qualifying consortia for a fiscal year
may not exceed the sum of—

‘‘(1) the aggregate total of the amounts
that would have been paid under section
2231(c) for the fiscal year to the teaching
hospitals of the consortia if the hospitals
had not been participants in the consortia;
and

‘‘(2) an amount equal to 1 percent of the
amount that applies under section
2231(c)(1)(A) for the fiscal year (relating to
the Medicare Direct-Costs Medical Edu-
cation Account).

‘‘(e) DEFINITION.—For purposes of this title,
the term ‘qualifying consortium’ means a
consortium that meets the requirements of
subsection (b).
‘‘SEC. 2234. DIRECT COSTS; ALTERNATIVE PAY-

MENTS REGARDING TEACHING HOS-
PITALS IN CERTAIN STATES.

‘‘(a) IN GENERAL.—In the case of a teaching
hospital in a State for which a demonstra-
tion project under section 1814(b)(3) is in ef-
fect, this section applies in lieu of section
2231. For purposes of section 2211(a)(2), the
amount determined for a teaching hospital
for a fiscal year is the product of—

‘‘(1) the amount in the General Direct-
Costs Medical Education Account on the ap-
plicable date under section 2201(d) (once the
appropriation under such section is made);
and

‘‘(2) the percentage determined under sub-
section (b) for the hospital.

‘‘(b) DETERMINATION OF PERCENTAGE.—For
purposes of subsection (a)(2):

‘‘(1) The Secretary shall make an estimate
of the total amount of payments that would
have been received under section 1886(h) by
the hospital involved with respect to each of
the fiscal years of the applicable period if
such section (as in effect for such fiscal
years) had applied to the hospital for such
years.

‘‘(2) The percentage determined under this
subsection for the hospital for a fiscal year is
a mean average percentage determined for
the hospital in accordance with the meth-
odology of section 2231(b)(2)(A), except that
the estimate made by the Secretary under
paragraph (1) of this subsection for a fiscal
year of the applicable period is deemed to be
the amount that applies for purposes of sec-
tion 2231(b)(2)(B)(i) for such year.

‘‘(c) RULE REGARDING PAYMENTS FROM CER-
TAIN AMOUNTS.—In the case of a teaching
hospital described in subsection (a), this sec-
tion does not authorize any payment to the
hospital from amounts transferred to the
Fund under section 1886(j).

‘‘Subpart 4—General Provisions
‘‘SEC. 2241. ADJUSTMENTS IN PAYMENT

AMOUNTS.
‘‘(a) COLLECTION OF DATA ON ACCURACY OF

ESTIMATES.—The Secretary shall collect
data on whether the estimates made by the
Secretary under section 1886(j) for a fiscal
year were substantially accurate.

‘‘(b) ADJUSTMENTS.—If the Secretary deter-
mines under subsection (a) that an estimate
for a fiscal year was not substantially accu-
rate, the Secretary shall, for the first fiscal
year beginning after the Secretary makes
the determination—

‘‘(1) make adjustments accordingly in
transfers to the Fund under section 1886(j);
and

‘‘(2) make adjustments accordingly in the
amount of payments to teaching hospitals
pursuant to 2231(c) (or, as applicable, to
qualifying consortia pursuant to section
2233(c)(2)).’’.

PART 2—AMENDMENTS TO MEDICARE
PROGRAM

SEC. 15411. TRANSFERS TO TEACHING HOSPITAL
AND GRADUATE MEDICAL EDU-
CATION TRUST FUND.

Section 1886 (42 U.S.C. 1395ww) is amend-
ed—
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(1) in subsection (d)(5)(B), in the matter

preceding clause (i), by striking ‘‘The Sec-
retary shall provide’’ and inserting the fol-
lowing: ‘‘For discharges occurring on or be-
fore September 30, 1996, the Secretary shall
provide’’;

(2) in subsection (h)—
(A) in paragraph (1), in the first sentence,

by striking ‘‘the Secretary shall provide’’
and inserting ‘‘the Secretary shall, subject
to paragraph (6), provide’’; and

(B) by adding at the end the following
paragraph:

‘‘(6) LIMITATION.—
‘‘(A) IN GENERAL.—The authority to make

payments under this subsection applies only
with respect to cost reporting periods ending
on or before September 30, 1996, except as
provided in subparagraph (B).

‘‘(B) RULE REGARDING PORTION OF LAST COST
REPORTING PERIOD.—In the case of a cost re-
porting period that extends beyond Septem-
ber 30, 1996, payments under this subsection
shall be made with respect to such portion of
the period as has lapsed as of such date.

‘‘(C) RULE OF CONSTRUCTION.—This para-
graph may not be construed as authorizing
any payment under section 1861(v) with re-
spect to graduate medical education.’’; and

(3) by adding at the end the following sub-
section:

‘‘(j) TRANSFERS TO TEACHING HOSPITAL AND
GRADUATE MEDICAL EDUCATION TRUST
FUND.—

‘‘(1) INDIRECT COSTS OF MEDICAL EDU-
CATION.—

‘‘(A) IN GENERAL.—From the Federal Hos-
pital Insurance Trust Fund, the Secretary
shall, for fiscal year 1997 and each subse-
quent fiscal year, transfer to the Indirect-
Costs Medical Education Account (under sec-
tion 2201) an amount determined by the Sec-
retary in accordance with subparagraph (B).

‘‘(B) DETERMINATION OF AMOUNTS.—The
Secretary shall make an estimate for the fis-
cal year involved of the nationwide total of
the amounts that would have been paid
under subsection (d)(5)(B) to hospitals during
the fiscal year if such payments had not been
terminated for discharges occurring after
September 30, 1996. For purposes of subpara-
graph (A), the amount determined under this
subparagraph for the fiscal year is the esti-
mate made by the Secretary under the pre-
ceding sentence.

‘‘(2) DIRECT COSTS OF MEDICAL EDUCATION.—
‘‘(A) IN GENERAL.—From the Federal Hos-

pital Insurance Trust Fund and the Federal
Supplementary Medical Insurance Trust
Fund, the Secretary shall, for fiscal year 1997
and each subsequent fiscal year, transfer to
the Medicare Direct-Costs Medical Edu-
cation Account (under section 2201) the sum
of—

‘‘(i) an amount determined by the Sec-
retary in accordance with subparagraph (B);
and

‘‘(ii) as applicable, an amount determined
by the Secretary in accordance with sub-
paragraph (C)(ii).

‘‘(B) DETERMINATION OF AMOUNTS.—For
each hospital (other than a hospital that is a
member of a qualifying consortium referred
to in subparagraph (C)), the Secretary shall
make an estimate for the fiscal year in-
volved of the amount that would have been
paid under subsection (h) to the hospital dur-
ing the fiscal year if such payments had not
been terminated for cost reporting periods
ending on or before September 30, 1996. For
purposes of subparagraph (A)(i), the amount
determined under this subparagraph for the
fiscal year is the sum of all estimates made
by the Secretary under the preceding sen-
tence.

‘‘(C) ESTIMATES REGARDING QUALIFYING CON-
SORTIA.—If the Secretary elects to authorize
one or more qualifying consortia for pur-

poses of section 2233(a), the Secretary shall
carry out the following:

‘‘(i) The Secretary shall establish a meth-
odology for making payments to qualifying
consortia with respect to the reasonable di-
rect costs of such consortia in carrying out
programs of graduate medical education.
The methodology shall be the methodology
established in subsection (h), modified to the
extent necessary to take into account the
participation in such programs of entities
other than hospitals.

‘‘(ii) For each qualifying consortium, the
Secretary shall make an estimate for the fis-
cal year involved of the amount that would
have been paid to the consortium during the
fiscal year if, using the methodology under
clause (i), payments had been made to the
consortium for the fiscal year as reimburse-
ments with respect to cost reporting periods.
For purposes of subparagraph (A)(ii), the
amount determined under this clause for the
fiscal year is the sum of all estimates made
by the Secretary under the preceding sen-
tence.

‘‘(D) ALLOCATION BETWEEN FUNDS.—In pro-
viding for a transfer under subparagraph (A)
for a fiscal year, the Secretary shall provide
for an allocation of the amounts involved be-
tween part A and part B (and the trust funds
established under the respective parts) as
reasonably reflects the proportion of direct
graduate medical education costs of hos-
pitals associated with the provision of serv-
ices under each respective part.

‘‘(3) APPLICABILITY OF CERTAIN AMEND-
MENTS.—Amendments made to subsection
(d)(5)(B) and subsection (h) that are effective
on or after October 1, 1996, apply only for
purposes of estimates under paragraphs (1)
and (2) and for purposes of determining the
amount of payments under 2211. Such
amendments do not require any adjustment
to amounts paid under subsection (d)(5)(B) or
(h) with respect to fiscal year 1996 or any
prior fiscal year.

‘‘(4) RELATIONSHIP TO CERTAIN DEMONSTRA-
TION PROJECTS.—In the case of a State for
which a demonstration project under section
1814(b)(3) is in effect, the Secretary, in mak-
ing determinations of the rates of increase
under such section, shall include all amounts
transferred under this subsection. Such
amounts shall be so included to the same ex-
tent and in the same manner as amounts de-
termined under subsections (d)(5)(B) and (h)
were included in such determination under
the provisions of this title in effect on Sep-
tember 30, 1996.’’.
SEC. 15412. MODIFICATION IN PAYMENT POLI-

CIES REGARDING GRADUATE MEDI-
CAL EDUCATION.

(a) INDIRECT COSTS OF MEDICAL EDUCATION;
APPLICABLE PERCENTAGE.—

(1) MODIFICATION REGARDING 5.6 PERCENT.—
Section 1886(d)(5)(B)(ii) (42 U.S.C.
1395ww(d)(5)(B)(ii)) is amended—

(A) by striking ‘‘on or after October 1,
1988,’’ and inserting ‘‘on or after October 1,
1999,’’; and

(B) by striking ‘‘1.89’’ and inserting ‘‘1.38’’.
(2) SPECIAL RULE REGARDING FISCAL YEARS

1996 THROUGH 1998; MODIFICATION REGARDING 6
PERCENT .—Section 1886(d)(5)(B)(ii), as
amended by paragraph (1), is amended by
adding at the end the following: ‘‘In the case
of discharges occurring on or after October 1,
1995, and before October 1, 1999, the preceding
sentence applies to the same extent and in
the same manner as the sentence applies to
discharges occurring on or after October 1,
1999, except that the term ‘1.38’ is deemed to
be ‘1.48’.’’.

(3) CONFORMING AMENDMENT RELATING TO
DETERMINATION OF STANDARDIZED AMOUNTS.—
Section 1886(d)(2)(C)(i) (42 U.S.C.
1395ww(d)(2)(C)(i)) is amended by striking
‘‘1985’’ and inserting the following: ‘‘1985, but

(for discharges occurring after September 30,
1995) not taking into account any reductions
in such costs resulting from the amendments
made by section 15412(a) of the Medicare
Preservation Act of 1995’’.

(b) DIRECT COSTS OF MEDICAL EDUCATION.—
(1) LIMITATION ON NUMBER OF FULL-TIME-

EQUIVALENT RESIDENTS.—Section 1886(h)(4)
(42 U.S.C. 1395ww(h)(4)) is amended by adding
at the end the following new subparagraph:

‘‘(F) LIMITATION ON NUMBER OF RESIDENTS
FOR CERTAIN FISCAL YEARS.—

‘‘(i) IN GENERAL.—Such rules shall provide
that for purposes of a cost reporting period
beginning on or after October 1, 1995, and on
or before September 30, 2002, the number of
full-time-equivalent residents determined
under this paragraph with respect to an ap-
proved medical residency training program
may not exceed the number of full-time-
equivalent residents with respect to the pro-
gram as of August 1, 1995 (except that this
subparagraph applies only to approved medi-
cal residency training programs in the fields
of allopathic medicine and osteopathic medi-
cine).

‘‘(ii) DISPOSITION OF UNUSED RESIDENCY PO-
SITIONS.—In the case of a cost reporting pe-
riod to which the limitation under clause (i)
applies, if for such a period the number of
full-time-equivalent residents determined
under this paragraph with respect to an ap-
proved medical residency training program
is less than the maximum number applicable
to the program under such clause, the Sec-
retary may authorize for one or more other
approved medical residency training pro-
grams offsetting increases in the respective
maximum numbers that otherwise would be
applicable under such clause to the pro-
grams. In authorizing such increases with re-
spect to a cost reporting period, the Sec-
retary shall ensure that the national total of
the respective maximum numbers deter-
mined under such clause with respect to ap-
proved medical residency training programs
is not exceeded.’’.

(2) EXCLUSION OF RESIDENTS AFTER INITIAL
RESIDENCY PERIOD.—Section 1886(h)(4)(C) (42
U.S.C. 1395ww(h)(4)(C)) is amended to read as
follows:

‘‘(C) WEIGHTING FACTORS FOR RESIDENTS.—
Effective for cost reporting periods begin-
ning on or after October 1, 1997, such rules
shall provide that, in the calculation of the
number of full-time-equivalent residents in
an approved residency program, the
weighting factor for a resident who is in the
initial residency period (as defined in para-
graph (5)(F)) is 1.0 and the weighting factor
for a resident who has completed such period
is 0.0. (In the case of cost reporting periods
beginning before October 1, 1997, the
weighting factors that apply in such calcula-
tion are the weighting factors that were ap-
plicable under this subparagraph on the day
before the date of the enactment of the Medi-
care Preservation Act of 1995.)’’.

(3) REDUCTIONS IN PAYMENTS FOR ALIEN
RESIDENTS.—Section 1886(h)(4) (42 U.S.C.
1395ww(h)(4)), as amended by paragraph (1),
is amended by adding at the end the follow-
ing new subparagraph:

‘‘(G) SPECIAL RULES FOR ALIEN RESIDENTS.—
In the case of individuals who are not citi-
zens or nationals of the United States, aliens
lawfully admitted to the United States for
permanent residence, aliens admitted to the
United States as refugees, or citizens of Can-
ada, in the calculation of the number of full-
time-equivalent residents in an approved
medical residency program, the following
rules shall apply with respect to such indi-
viduals who are residents in the program:

‘‘(i) For a cost reporting period beginning
during fiscal year 1996, for each such individ-
ual the Secretary shall apply a weighting
factor of .75.
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‘‘(ii) For a cost reporting period beginning

during fiscal year 1997, for each such individ-
ual the Secretary shall apply a weighting
factor of .50.

‘‘(iii) For a cost reporting period beginning
during fiscal year 1998 or any subsequent fis-
cal year, for each such individual the Sec-
retary shall apply a weighting factor of .25.’’.

(4) EFFECTIVE DATE.—Except as provided
otherwise in this subsection (or in the
amendments made by this subsection), the
amendments made by this subsection apply
to hospital cost reporting periods beginning
on or after October 1, 1995.
PART 3—REFORM OF FEDERAL POLICIES

REGARDING TEACHING HOSPITALS AND
GRADUATE MEDICAL EDUCATION

SEC. 15421. ESTABLISHMENT OF ADVISORY
PANEL FOR RECOMMENDING POLI-
CIES.

Title XXII of the Social Security Act, as
added by section 15401, is amended by adding
at the end the following part:

‘‘PART C—OTHER MATTERS

‘‘SEC. 2251. ADVISORY PANEL ON REFORM IN FI-
NANCING OF TEACHING HOSPITALS
AND GRADUATE MEDICAL EDU-
CATION.

‘‘(a) ESTABLISHMENT.—The Chair of the
Medicare Payment Review Commission
under section 1806 shall establish a tem-
porary advisory panel to be known as the
Advisory Panel on Financing for Teaching
Hospitals and Graduate Medical Education
(in this section referred to as the ‘Panel’).

‘‘(b) DUTIES.—The Panel shall develop rec-
ommendations on whether and to what ex-
tent Federal policies regarding teaching hos-
pitals and graduate medical education
should be reformed, including recommenda-
tions regarding the following:

‘‘(1) The financing of graduate medical
education, including consideration of alter-
native broad-based sources of funding for
such education.

‘‘(2) The financing of teaching hospitals,
including consideration of the difficulties en-
countered by such hospitals as competition
among health care entities increases. Mat-
ters considered under this paragraph shall
include consideration of the effects on teach-
ing hospitals of the method of financing used
for the MedicarePlus program under part C
of title XVIII.

‘‘(3) The methodology for making pay-
ments for graduate medical education, and
the selection of entities to receive the pay-
ments. Matters considered under this para-
graph shall include the following:

‘‘(A) The methodology under part B for
making payments from the Fund, including
the use of data from the fiscal years 1992
through 1994, and including the methodology
that applies with respect to consolidations
and mergers of participants in the program
under such part and with respect to the in-
clusion of additional participants in the pro-
gram.

‘‘(B) Issues regarding children’s hospitals,
and approved medical residency training pro-
grams in pediatrics.

‘‘(C) Whether and to what extent payments
are being made (or should be made) for grad-
uate training in the various nonphysician
health professions.

‘‘(4) Federal policies regarding inter-
national medical graduates.

‘‘(5) The dependence of schools of medicine
on service-generated income.

‘‘(6) The effects of the amendments made
by section 15412 of the Medicare Preservation
Act of 1995, including adverse effects on
teaching hospitals that result from modifica-
tions in policies regarding international
medical graduates.

‘‘(7) Whether and to what extent the needs
of the United States regarding the supply of

physicians will change during the 10-year be-
ginning on October 1, 1995, and whether and
to what extent any such changes will have
significant financial effects on teaching hos-
pitals.

‘‘(8) The appropriate number and mix of
residents.

‘‘(c) COMPOSITION.—Not later than three
months after being designated as the initial
chair of the Medicare Payment Review Com-
mission, the Chair of the Commission shall
appoint to the Panel 19 individuals who are
not members of the Commission, who are not
officers or employees of the United States,
and who possess expertise on matters on
which the Panel is to make recommenda-
tions under subsection (b). Such individuals
shall include the following:

‘‘(1) Deans from allopathic and osteopathic
schools of medicine.

‘‘(2) Chief executive officers (or equivalent
administrative heads) from academic health
centers, integrated health care systems, ap-
proved medical residency training programs,
and teaching hospitals that sponsor approved
medical residency training programs.

‘‘(3) Chairs of departments or divisions
from allopathic and osteopathic schools of
medicine, schools of dentistry, and approved
medical residency training programs in oral
surgery.

‘‘(4) Individuals with leadership experience
from each of the fields of advanced practice
nursing, physician assistants, and podiatric
medicine.

‘‘(5) Individuals with substantial experi-
ence in the study of issues regarding the
composition of the health care workforce of
the United States.

‘‘(6) Individuals with expertise on the fi-
nancing of health care.

‘‘(7) Representatives from health insurance
organizations and health plan organizations.

‘‘(d) RELATIONSHIP OF PANEL TO MEDICARE
PAYMENT REVIEW COMMISSION.—From
amounts appropriated under subsection (n),
the Medicare Payment Review Commission
shall provide for the Panel such staff and ad-
ministrative support (including quarters for
the Panel) as may be necessary for the Panel
to carry out the duties under subsection (b).

‘‘(e) CHAIR.—The Panel shall designate a
member of the Panel to serve as the Chair of
the Panel.

‘‘(f) MEETINGS.—The Panel shall meet at
the call of the Chair or a majority of the
members, except that the first meeting of
the Panel shall be held not later than three
months after the date on which appoint-
ments under subsection (c) are completed.

‘‘(g) TERMS.—The term of a member of the
Panel is the duration of the Panel.

‘‘(h) VACANCIES.—
‘‘(1) IN GENERAL.—A vacancy in the mem-

bership of the Panel does not affect the
power of the remaining members to carry
out the duties under subsection (b). A va-
cancy in the membership of the Panel shall
be filled in the manner in which the original
appointment was made.

‘‘(2) INCOMPLETE TERM.—If a member of the
Panel does not serve the full term applicable
to the member, the individual appointed to
fill the resulting vacancy shall be appointed
for the remainder of the term of the prede-
cessor of the individual.

‘‘(i) COMPENSATION; REIMBURSEMENT OF EX-
PENSES.—

‘‘(1) COMPENSATION.—Members of the Panel
shall receive compensation for each day (in-
cluding traveltime) engaged in carrying out
the duties of the Committee. Such com-
pensation may not be in an amount in excess
of the daily equivalent of the annual maxi-
mum rate of basic pay payable under the
General Schedule (under title 5, United
States Code) for positions above GS–15.

‘‘(2) REIMBURSEMENT.—Members of the
Panel may, in accordance with chapter 57 of
title 5, United States Code, be reimbursed for
travel, subsistence, and other necessary ex-
penses incurred in carrying out the duties of
the Panel.

‘‘(j) CONSULTANTS.—The Panel may procure
such temporary and intermittent services of
consultants under section 3109(b) of title 5,
United States Code, as the Panel may deter-
mine to be useful in carrying out the duties
under subsection (b). The Panel may not pro-
cure services under this subsection at any
rate in excess of the daily equivalent of the
maximum annual rate of basic pay payable
under the General Schedule for positions
above GS–15. Consultants under this sub-
section may, in accordance with chapter 57
of title 5, United States Code, be reimbursed
for travel, subsistence, and other necessary
expenses incurred for activities carried out
on behalf of the Panel pursuant to sub-
section (b).

‘‘(k) POWERS.—
‘‘(1) IN GENERAL.—For the purpose of carry-

ing out the duties of the Panel under sub-
section (b), the Panel may hold such hear-
ings, sit and act at such times and places,
take such testimony, and receive such evi-
dence as the Panel considers appropriate.

‘‘(2) OBTAINING OFFICIAL INFORMATION.—
Upon the request of the Panel, the heads of
Federal agencies shall furnish directly to the
Panel information necessary for the Panel to
carry out the duties under subsection (b).±

‘‘(3) USE OF MAILS.—The Panel may use the
United States mails in the same manner and
under the same conditions as Federal agen-
cies.

‘‘(l) REPORTS.—
‘‘(1) FIRST INTERIM REPORT.—Not later than

one year after the date of the enactment of
the Medicare Preservation Act of 1995, the
Panel shall submit to the Congress a report
providing the recommendations of the Panel
regarding the matters specified in para-
graphs (1) through (4) of subsection (b).

‘‘(2) SECOND INTERIM REPORT.—Not later
than 2 years after the date of enactment
specified in paragraph (1), the Panel shall
submit to the Congress a report providing
the recommendations of the Panel regarding
the matters specified in paragraphs (5) and
(6) of subsection (b).

‘‘(3) FINAL REPORT.—Not later than 3 years
after the date of enactment specified in para-
graph (1), the Panel shall submit to the Con-
gress a final report providing the rec-
ommendations of the Panel under subsection
(b).

‘‘(m) DURATION.—The Panel terminates
upon the expiration of the 180-day period be-
ginning on the date on which the final report
under subsection (l)(3) is submitted to the
Congress.

‘‘(n) AUTHORIZATION OF APPROPRIATIONS.—
‘‘(1) IN GENERAL.—Subject to paragraph (2),

for the purpose of carrying out this section,
there are authorized to be appropriated such
sums as may be necessary for each of the fis-
cal years 1996 through 1999.

‘‘(2) LIMITATION.—The authorization of ap-
propriations established in paragraph (1) is
effective only with respect to appropriations
made from allocations under section 302(b) of
the Congressional Budget Act of 1974—

‘‘(A) for the Subcommittee on Labor,
Health and Human Services, and Education,
Committee on Appropriations of the House
of Representatives, in the case of any bill,
resolution, or amendment considered in the
House; and

‘‘(B) for the Subcommittee on Labor,
Health and Human Services, and Education,
Committee on Appropriations of the Senate,
in the case of any bill, resolution, or amend-
ment considered in the Senate.’’.
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Subtitle F—Provisions Relating to Medicare

Part A
PART 1—HOSPITALS

Subpart A—General Provisions Relating to
Hospitals

SEC. 15501. REDUCTIONS IN INFLATION UPDATES
FOR PPS HOSPITALS.

Section 1886(b)(3)(B)(i) (42 U.S.C.
1395ww(b)(3)(B)(i)) is amended by striking
subclauses (XI), (XII), and (XIII) and insert-
ing the following:

‘‘(XI) for fiscal year 1996, the market bas-
ket percentage increase minus 2.5 percentage
points for hospitals in all areas,

‘‘(XII) for each of the fiscal years 1997
through 2002, the market basket percentage
increase minus 2.0 percentage points for hos-
pitals in all areas, and

‘‘(XIII) for fiscal year 2003 and each subse-
quent fiscal year, the market basket per-
centage increase for hospitals in all areas.’’.
SEC. 15502. REDUCTIONS IN DISPROPORTIONATE

SHARE PAYMENT ADJUSTMENTS.
(a) IN GENERAL.—Section 1886(d)(5)(F) (42

U.S.C. 1395ww(d)(5)(F)) is amended—
(1) in clause (ii), by striking ‘‘The amount’’

and inserting ‘‘Subject to clause (ix), the
amount’’; and

(2) by adding at the end the following new
clause:

‘‘(ix) In the case of discharges occurring on
or after October 1, 1995, the additional pay-
ment amount otherwise determined under
clause (ii) shall be reduced as follows:

‘‘(I) For discharges occurring on or after
October 1, 1995, and on or before September
30, 1996, by 20 percent.

‘‘(II) For discharges occurring on or after
October 1, 1996, and on or before September
30, 1997, by 25 percent.

‘‘(III) For discharges occurring on or after
October 1, 1997, by 30 percent.’’.

(b) CONFORMING AMENDMENT RELATING TO
DETERMINATION OF STANDARDIZED
AMOUNTS.—Section 1886(d)(2)(C)(iv) (42 U.S.C.
1395ww(d)(2)(C)(iv)) is amended by striking
the period at the end and inserting the fol-
lowing: ‘‘, and the Secretary shall not take
into account any reductions in the amount
of such additional payments resulting from
the amendments made by section 15502(a) of
the Medicare Preservation Act of 1995.’’.
SEC. 15503. PAYMENTS FOR CAPITAL-RELATED

COSTS FOR INPATIENT HOSPITAL
SERVICES.

(a) REDUCTION IN PAYMENTS FOR PPS HOS-
PITALS.—

(1) CONTINUATION OF CURRENT REDUC-
TIONS.—Section 1886(g)(1)(A) (42 U.S.C.
1395ww(g)(1)(A)) is amended in the second
sentence—

(A) by striking ‘‘through 1995’’ and insert-
ing ‘‘through 2002’’; and

(B) by inserting after ‘‘10 percent reduc-
tion’’ the following: ‘‘(or a 15 percent reduc-
tion in the case of payments during fiscal
years 1996 through 2002)’’.

(2) REDUCTION IN BASE PAYMENT RATES.—
Section 1886(g)(1)(A) (42 U.S.C.
1395ww(g)(1)(A)) is amended by adding at the
end the following new sentence: ‘‘In addition
to the reduction described in the preceding
sentence, for discharges occurring after Sep-
tember 30, 1995, the Secretary shall reduce by
7.47 percent the unadjusted standard Federal
capital payment rate (as described in 42 CFR
412.308(c), as in effect on the date of the en-
actment of the Medicare Preservation Act of
1995) and shall reduce by 8.27 percent the
unadjusted hospital-specific rate (as de-
scribed in 42 CFR 412.328(e)(1), as in effect on
such date of enactment).’’.

(b) REDUCTION IN PAYMENTS FOR PPS-EX-
EMPT HOSPITALS.—Section 1886(g) (42 U.S.C.
1395ww(g)) is amended by adding at the end
the following new paragraph:

‘‘(4)(A) Except as provided in subparagraph
(B), in determining the amount of the pay-

ments that may be made under this title
with respect to all the capital-related costs
of inpatient hospital services furnished dur-
ing fiscal years 1996 through 2002 of a hos-
pital which is not a subsection (d) hospital or
a subsection (d) Puerto Rico hospital, the
Secretary shall reduce the amounts of such
payments otherwise determined under this
title by 15 percent.

‘‘(B) Subparagraph (A) shall not apply to
payments with respect to the capital-related
costs of any hospital that is a sole commu-
nity hospital (as defined in subsection
(d)(5)(D)(iii) or a rural primary care hospital
(as defined in section 1861(mm)(1)).’’.

(c) HOSPITAL-SPECIFIC ADJUSTMENT FOR
CAPITAL-RELATED TAX COSTS.—Section
1886(g)(1) (42 U.S.C. 1395ww(g)(1)) is amend-
ed—

(1) by redesignating subparagraph (C) as
subparagraph (D), and

(2) by inserting after subparagraph (B) the
following:

‘‘(C)(i) For discharges occurring after Sep-
tember 30, 1995, such system shall provide for
an adjustment in an amount equal to the
amount determined under clause (iv) for cap-
ital-related tax costs for each hospital that
is eligible for such adjustment.

‘‘(ii) Subject to clause (iii), a hospital is el-
igible for an adjustment under this subpara-
graph, with respect to discharges occurring
in a fiscal year, if the hospital—

‘‘(I) is a hospital that may otherwise re-
ceive payments under this subsection,

‘‘(II) is not a public hospital, and
‘‘(III) incurs capital-related tax costs for

the fiscal year.
‘‘(iii)(I) In the case of a hospital that first

incurs capital-related tax costs in a fiscal
year after fiscal year 1992 because of a
change from nonproprietary to proprietary
status or because the hospital commenced
operation after such fiscal year, the first fis-
cal year for which the hospital shall be eligi-
ble for such adjustment is the second full fis-
cal year following the fiscal year in which
the hospital first incurs such costs.

‘‘(II) In the case of a hospital that first in-
curs capital-related tax costs in a fiscal year
after fiscal year 1992 because of a change in
State or local tax laws, the first fiscal year
for which the hospital shall be eligible for
such adjustment is the fourth full fiscal year
following the fiscal year in which the hos-
pital first incurs such costs.

‘‘(iv) The per discharge adjustment under
this clause shall be equal to the hospital-spe-
cific capital-related tax costs per discharge
of a hospital for fiscal year 1992 (or, in the
case of a hospital that first incurs capital-re-
lated tax costs for a fiscal year after fiscal
year 1992, for the first full fiscal year for
which such costs are incurred), updated to
the fiscal year to which the adjustment ap-
plies. Such per discharge adjustment shall be
added to the Federal capital rate, after such
rate has been adjusted as described in 42 CFR
412.312 (as in effect on the date of the enact-
ment of the Medicare Preservation Act of
1995), and before such rate is multiplied by
the applicable Federal rate percentage.

‘‘(v) For purposes of this subparagraph,
capital-related tax costs include—

‘‘(I) the costs of taxes on land and depre-
ciable assets owned by a hospital (or related
organization) and used for patient care,

‘‘(II) payments in lieu of such taxes (made
by hospitals that are exempt from taxation),
and

‘‘(III) the costs of taxes paid by a hospital
(or related organization) as lessee of land,
buildings, or fixed equipment from a lessor
that is unrelated to the hospital (or related
organization) under the terms of a lease that
requires the lessee to pay all expenses (in-
cluding mortgage, interest, and amortiza-
tion) and leaves the lessor with an amount

free of all claims (sometimes referred to as a
‘net net net’ or ‘triple net’ lease).

In determining the adjustment required
under clause (i), the Secretary shall not take
into account any capital-related tax costs of
a hospital to the extent that such costs are
based on tax rates and assessments that ex-
ceed those for similar commercial prop-
erties.

‘‘(vi) The system shall provide that the
Federal capital rate for any fiscal year after
September 30, 1995, shall be reduced by a per-
centage sufficient to ensure that the adjust-
ments required to be paid under clause (i) for
a fiscal year neither increase nor decrease
the total amount that would have been paid
under this system but for the payment of
such adjustments for such fiscal year.’’.

(d) REVISION OF EXCEPTIONS PROCESS
UNDER PROSPECTIVE PAYMENT SYSTEM FOR
CERTAIN PROJECTS.—

(1) IN GENERAL.—Section 1886(g)(1) (42
U.S.C. 1395ww(g)(1)), as amended by sub-
section (c), is amended—

(1) by redesignating subparagraph (D) as
subparagraph (E), and

(2) by inserting after subparagraph (C) the
following:

‘‘(D) The exceptions under the system pro-
vided by the Secretary under subparagraph
(B)(iii) shall include the provision of excep-
tion payments under the special exceptions
process provided under 42 CFR 412.348(g) (as
in effect on September 1, 1995), except that
the Secretary shall revise such process as
follows:

‘‘(i) A hospital with at least 100 beds which
is located in an urban area shall be eligible
under such process without regard to its dis-
proportionate patient percentage under sub-
section (d)(5)(F) or whether it qualifies for
additional payment amounts under such sub-
section.

‘‘(ii) The minimum payment level for
qualifying hospitals shall be 85 percent.

‘‘(iii) A hospital shall be considered to
meet the requirement that it completes the
project involved no later than the end of the
hospital’s last cost reporting period begin-
ning after October 1, 2001, if—

‘‘(I) the hospital has obtained a certificate
of need for the project approved by the State
or a local planning authority, and

‘‘(II) by September 1, 1995, the hospital has
expended on the project at least $750,000 or 10
percent of the estimated cost of the project.

‘‘(iv) The amount of the exception payment
made shall not be reduced by any offsetting
amounts.’’.

(2) CONFORMING AMENDMENT.—Section
1886(g)(1)(B)(iii) (42 U.S.C.
1395ww(g)(1)(B)(iii)) is amended by striking
‘‘may provide’’ and inserting ‘‘shall provide
(in accordance with subparagraph (D))’’.
SEC. 15504. REDUCTION IN ADJUSTMENT FOR IN-

DIRECT MEDICAL EDUCATION.

For provisions modifying medicare pay-
ment policies regarding graduate medical
education, see part 2 of subtitle E.
SEC. 15505. TREATMENT OF PPS-EXEMPT HOS-

PITALS.

(a) UPDATES.—Section 1886(b)(3)(B)(ii)(V)
(42 U.S.C. 1395ww(b)(3)(B)(ii)(V)) is amended
by striking ‘‘thorugh 1997’’ and inserting
‘‘through 2002’’.

(b) REBASING FOR CERTAIN LONG-TERM
CARE HOSPITALS.—

(1) IN GENERAL.—Section 1886(b)(3) (42
U.S.C. 1395ww(b)(3)) is amended—

(A) in subparagraph (A), by striking ‘‘and
(E)’’ and inserting ‘‘(E), and (F)’’;

(B) in subparagraph (B)(ii), by striking
‘‘(A) and (E)’’ and inserting ‘‘(A), (E), and
(F)’’; and

(C) by adding at the end the following new
subparagraph:
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‘‘(F)(i) In the case of a qualified long-term

care hospital (as defined in clause (ii)), the
term ‘target amount’ means—

‘‘(I) with respect to the first 12-month cost
reporting period in which this subparagraph
is applied to the hospital, the allowable oper-
ating costs of inpatient hospital services (as
defined in subsection (a)(4)) recognized under
this title for the hospital for the 12-month
cost reporting period beginning during fiscal
year 1991; or

‘‘(II) with respect to a later cost reporting
period, the target amount for the preceding
cost reporting period, increase by the appli-
cable percentage increase under subpara-
graph (B)(ii) for that later cost reporting pe-
riod.

‘‘(ii) In clause (i), a ‘qualified long-term
care hospital’ means, with respect to a cost
reporting period, a hospital described in
clause (iv) of subsection (d)(1)(B) during fis-
cal year 1995 for which the hospital’s allow-
able operating costs of inpatient hospital
services recognized under this title for each
of the two most recent previous 12-month
cost reporting periods exceeded the hos-
pital’s target amount determined under this
paragraph for such cost reporting periods, if
the hospital—

‘‘(I) has a disproportionate patient percent-
age during such cost reporting period (as de-
termined by the Secretary under subsection
(d)(5)(F)(vi) as if the hospital were a sub-
section (d) hospital) of at least 25 percent, or

‘‘(II) is located in a State for which no pay-
ment is made under the State plan under
title XIX for days of inpatient hospital serv-
ices furnished to any individual in excess of
the limit on the number of days of such serv-
ices furnished to the individual for which
payment may be made under this title.’’.

(2) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall apply to dis-
charges occurring during cost reporting peri-
ods beginning on or after October 1, 1995.

(c) TREATMENT OF CERTAIN LONG-TERM
CARE HOSPITALS LOCATED WITHIN OTHER HOS-
PITALS.—

(1) IN GENERAL.—Section 1886(d)(1)(B) (42
U.S.C. 1395ww(d)(1)(B)) is amended in the
matter following clause (v) by striking the
period and inserting the following: ‘‘, or a
hospital classified by the Secretary as a
long-term care hospital on or before Septem-
ber 30, 1995, and located in the same building
as, or on the same campus as, another hos-
pital.’’.

(2) STUDY BY REVIEW COMMISSION.—Not
later than 12 months after the date a major-
ity of the members of the Medicare Payment
Review Commission are first appointed, the
Commission shall submit a report to Con-
gress containing recommendations for appro-
priate revisions in the treatment of long-
term care hospitals located in the same
building as or on the same campus as an-
other hospital for purposes of section 1886 of
the Social Security Act.

(3) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall apply to dis-
charges occurring on or after October 1, 1995.

(d) STUDY OF PROSPECTIVE PAYMENT SYS-
TEM FOR REHABILITATION HOSPITALS AND
UNITS.—

(1) IN GENERAL.—After consultation with
the Prospective Payment Assessment Com-
mission, providers of rehabilitation services,
and other appropriate parties, the Secretary
of Health and Human Services shall submit
to Congress, by not later than June 1, 1996, a
report on the advisability and feasibility of
providing for payment based on a prospective
payment system for inpatient services of re-
habilitation hospitals and units under the
medicare program.

(2) ITEMS INCLUDED.—The report shall in-
clude the following:

(A) The available and preferred systems of
classifying rehabilitation patients relative
to duration and intensity of inpatient serv-
ices, including the use of functional-related
groups (FRGs).

(B) The means of calculating medicare pro-
gram payments to reflect such patient re-
quirements.

(C) Other appropriate adjustments which
should be made, such as for geographic vari-
ations in wages and other costs and outliers.

(D) A timetable under which such a system
might be introduced.

(E) Whether such a system should be ap-
plied to other types of providers of inpatient
rehabilitation services.
SEC. 15506. REDUCTION IN PAYMENTS TO HOS-

PITALS FOR ENROLLEES’ BAD
DEBTS.

(a) IN GENERAL.—Section 1861(v)(1) (42
U.S.C. 1395x(v)(1)) is amended by adding at
the end the following new subparagraph:

‘‘(T)(i) In determining such reasonable
costs for hospitals, the amount of bad debts
otherwise treated as allowable costs which
are attributable to the deductibles and coin-
surance amounts under this title shall be re-
duced by—

‘‘(I) 75 percent for cost reporting periods
beginning during fiscal year 1996,

‘‘(II) 60 percent for cost reporting periods
beginning during fiscal year 1997, and

‘‘(III) 50 percent for subsequent cost report-
ing periods.

‘‘(ii) Clause (i) shall not apply with respect
to bad debt of a hospital described in section
1886(d)(1)(B)(iv) if the debt is attributable to
uncollectable deductible and coinsurance
payments owed by individuals enrolled in a
State plan under title XIX or under the
MediGrant program under title XXI.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to hos-
pital cost reporting periods beginning on or
after October 1, 1995.
SEC. 15507. PERMANENT EXTENSION OF HEMO-

PHILIA PASS-THROUGH.
Effective as if included in the enactment of

OBRA–1989, section 6011(d) of such Act (as
amended by section 13505 of OBRA–1993) is
amended by striking ‘‘and shall expire Sep-
tember 30, 1994’’.
SEC. 15508. CONFORMING AMENDMENT TO CER-

TIFICATION OF CHRISTIAN SCIENCE
PROVIDERS.

(a) HOSPITALS.—Section 1861(e) (42 U.S.C.
1395x(e)) is amended in the sixth sentence by
inserting after ‘‘Massachusetts,’’ the follow-
ing: ‘‘or by the Commission for Accredita-
tion of Christian Science Nursing Organiza-
tions/Facilities, Inc.,’’.

(b) SKILLED NURSING FACILITIES.—Section
1861(y)(1) is amended by inserting after
‘‘Massachusetts,’’ the following: ‘‘or by the
Commission for Accreditation of Christian
Science Nursing Organizations/Facilities,
Inc.,’’.

Subpart B—Provisions Relating to Rural
Hospitals

SEC. 15511. SOLE COMMUNITY HOSPITALS.
(a) UPDATE.—Section 1886(b)(3)(B)(iv) (42

U.S.C. 1395ww(b)(3)(B)(iv)) is amended—
(A) in subclause (III), by striking ‘‘and’’ at

the end; and
(B) by striking subclause (IV) and inserting

the following:
‘‘(IV) for each of the fiscal years 1996

through 2000, the market basket percentage
increase minus 1 percentage points, and

‘‘(V) for fiscal year 2001 and each subse-
quent fiscal year, the applicable percentage
increase under clause (i).’’.

(b) STUDY OF IMPACT OF SOLE COMMUNITY
HOSPITAL DESIGNATIONS.—

(1) STUDY.—The Medicare Payment Review
Commission shall conduct a study of the im-
pact of the designation of hospitals as sole

community hospitals under the medicare
program on the delivery of health care serv-
ices to individuals in rural areas, and shall
include in the study an analysis of the char-
acteristics of the hospitals designated as
such sole community hospitals under the
program.

(2) REPORT.—Not later than 12 months
after the date a majority of the members of
the Commission are first appointed, the
Commission shall submit to Congress a re-
port on the study conducted under paragraph
(1).
SEC. 15512. CLARIFICATION OF TREATMENT OF

EAC AND RPC HOSPITALS.
Paragraphs (1)(A)(i) and (2)(A)(i) of section

1820(i) (42 U.S.C. 1395i@4(i)) are each amended
by striking the semicolon at the end and in-
serting the following: ‘‘, or in a State which
the Secretary finds would receive a grant
under such subsection during a fiscal year if
funds were appropriated for grants under
such subsection for the fiscal year;’’.
SEC. 15513. ESTABLISHMENT OF RURAL EMER-

GENCY ACCESS CARE HOSPITALS.
(a) IN GENERAL.—Section 1861 (42 U.S.C.

1395x) is amended by adding at the end the
following new subsection:
‘‘Rural Emergency Access Care Hospital;

Rural Emergency Access Care Hospital
Services
‘‘(oo)(1) The term ‘rural emergency access

care hospital’ means, for a fiscal year, a fa-
cility with respect to which the Secretary
finds the following:

‘‘(A) The facility is located in a rural area
(as defined in section 1886(d)(2)(D)).

‘‘(B) The facility was a hospital under this
title at any time during the 5-year period
that ends on the date of the enactment of
this subsection.

‘‘(C) The facility is in danger of closing due
to low inpatient utilization rates and operat-
ing losses, and the closure of the facility
would limit the access to emergency services
of individuals residing in the facility’s serv-
ice area.

‘‘(D) The facility has entered into (or plans
to enter into) an agreement with a hospital
with a participation agreement in effect
under section 1866(a), and under such agree-
ment the hospital shall accept patients
transferred to the hospital from the facility
and receive data from and transmit data to
the facility.

‘‘(E) There is a practitioner who is quali-
fied to provide advanced cardiac life support
services (as determined by the State in
which the facility is located) on-site at the
facility on a 24-hour basis.

‘‘(F) A physician is available on-call to
provide emergency medical services on a 24-
hour basis.

‘‘(G) The facility meets such staffing re-
quirements as would apply under section
1861(e) to a hospital located in a rural area,
except that—

‘‘(i) the facility need not meet hospital
standards relating to the number of hours
during a day, or days during a week, in
which the facility must be open, except inso-
far as the facility is required to provide
emergency care on a 24-hour basis under sub-
paragraphs (E) and (F); and

‘‘(ii) the facility may provide any services
otherwise required to be provided by a full-
time, on-site dietitian, pharmacist, labora-
tory technician, medical technologist, or ra-
diological technologist on a part-time, off-
site basis.

‘‘(H) The facility meets the requirements
applicable to clinics and facilities under sub-
paragraphs (C) through (J) of paragraph (2)
of section 1861(aa) and of clauses (ii) and (iv)
of the second sentence of such paragraph (or,
in the case of the requirements of subpara-
graph (E), (F), or (J) of such paragraph,
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would meet the requirements if any ref-
erence in such subparagraph to a ‘nurse prac-
titioner’ or to ‘nurse practitioners’ were
deemed to be a reference to a ‘nurse practi-
tioner or nurse’ or to ‘nurse practitioners or
nurses’); except that in determining whether
a facility meets the requirements of this sub-
paragraph, subparagraphs (E) and (F) of that
paragraph shall be applied as if any reference
to a ‘physician’ is a reference to a physician
as defined in section 1861(r)(1).

‘‘(2) The term ‘rural emergency access care
hospital services’ means the following serv-
ices provided by a rural emergency access
care hospital and furnished to an individual
over a continuous period not to exceed 24
hours (except that such services may be fur-
nished over a longer period in the case of an
individual who is unable to leave the hos-
pital because of inclement weather):

‘‘(A) An appropriate medical screening ex-
amination (as described in section 1867(a)).

‘‘(B) Necessary stabilizing examination and
treatment services for an emergency medical
condition and labor (as described in section
1867(b)).’’.

(b) REQUIRING RURAL EMERGENCY ACCESS
CARE HOSPITALS TO MEET HOSPITAL ANTI-
DUMPING REQUIREMENTS.—Section 1867(e)(5)
(42 U.S.C. 1395dd(e)(5)) is amended by strik-
ing ‘‘1861(mm)(1))’’ and inserting
‘‘1861(mm)(1)) and a rural emergency access
care hospital (as defined in section
1861(oo)(1))’’.

(c) REFERENCE TO PAYMENT PROVISIONS
UNDER PART B.—For provisions relating to
payment for rural emergency access care
hospital services under part B, see section
15607.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to fiscal
years beginning on or after October 1, 1995.
SEC. 15514. CLASSIFICATION OF RURAL REFER-

RAL CENTERS.
(a) PROHIBITING DENIAL OF REQUEST FOR

RECLASSIFICATION ON BASIS OF COMPARABIL-
ITY OF WAGES.—

(1) IN GENERAL.—Section 1886(d)(10)(D) (42
U.S.C. 1395ww(d)(10)(D)) is amended—

(A) by redesignating clause (iii) as clause
(iv); and

(B) by inserting after clause (ii) the follow-
ing new clause:

‘‘(iii) Under the guidelines published by the
Secretary under clause (i), in the case of a
hospital which is classified by the Secretary
as a rural referral center under paragraph
(5)(C), the Board may not reject the applica-
tion of the hospital under this paragraph on
the basis of any comparison between the av-
erage hourly wage of the hospital and the av-
erage hourly wage of hospitals in the area in
which it is located.’’.

(2) EFFECTIVE DATE.—Notwithstanding sec-
tion 1886(d)(10)(C)(ii) of the Social Security
Act, a hospital may submit an application to
the Medicare Geographic Classification Re-
view Board during the 30-day period begin-
ning on the date of the enactment of this Act
requesting a change in its classification for
purposes of determining the area wage index
applicable to the hospital under section
1886(d)(3)(D) of such Act for fiscal year 1997,
if the hospital would be eligible for such a
change in its classification under the stand-
ards described in section 1886(d)(10)(D) (as
amended by paragraph (1)) but for its failure
to meet the deadline for applications under
section 1886(d)(10)(C)(ii).

(b) CONTINUING TREATMENT OF PREVIOUSLY
DESIGNATED CENTERS.—Any hospital classi-
fied as a rural referral center by the Sec-
retary of Health and Human Services under
section 1886(d)(5)(C) of the Social Security
Act for fiscal year 1994 shall be classified as
such a rural referral center for fiscal year
1996 and each subsequent fiscal year.

SEC. 15515. FLOOR ON AREA WAGE INDEX.
(a) IN GENERAL.—For purposes of section

1886(d)(3)(E) of the Social Security Act for
discharges occurring on or after October 1,
1995, the area wage index applicable under
such section to any hospital which is not lo-
cated in a rural area (as defined in section
1886(d)(2)(D) of such Act) may not be less
than the average of the area wage indices ap-
plicable under such section to hospitals lo-
cated in rural areas in the State in which the
hospital is located.

(b) BUDGET-NEUTRALITY IN IMPLEMENTA-
TION.—The Secretary of Health and Human
Services shall adjust the area wage indices
referred to in subsection (a) for hospitals not
described in such subsection in a manner
which assures that the aggregate payments
made under section 1886(d) of the Social Se-
curity Act in a fiscal year for the operating
costs of inpatient hospital services are not
greater or less than those which would have
been made in the year if this section did not
apply.
PART 2—PAYMENTS TO SKILLED NURSING

FACILITIES
SEC. 15521. PAYMENTS FOR ROUTINE SERVICE

COSTS.
(a) CLARIFICATION OF DEFINITION OF ROU-

TINE SERVICE COSTS.—Section 1888 (42 U.S.C.
1395yy) is amended by adding at the end the
following new subsection:

‘‘(e) For purposes of this section, the ‘rou-
tine service costs’ of a skilled nursing facil-
ity are all costs which are attributable to
nursing services, room and board, adminis-
trative costs, other overhead costs, and all
other ancillary services (including supplies
and equipment), excluding costs attributable
to covered non-routine services subject to
payment limits under section 1888A.’’.

(b) CONFORMING AMENDMENT.—Section 1888
(42 U.S.C. 1395yy) is amended in the heading
by inserting ‘‘AND CERTAIN ANCILLARY’’ after
‘‘SERVICE’’.
SEC. 15522. INCENTIVES FOR COST EFFECTIVE

MANAGEMENT OF COVERED NON-
ROUTINE SERVICES.

(a) IN GENERAL.—Title XVIII is amended by
inserting after section 1888 the following new
section:
‘‘INCENTIVES FOR COST-EFFECTIVE MANAGE-

MENT OF COVERED NON-ROUTINE SERVICES OF
SKILLED NURSING FACILITIES

‘‘SEC. 1888A. (a) DEFINITIONS.—For purposes
of this section:

‘‘(1) COVERED NON-ROUTINE SERVICES.—The
term ‘covered non-routine services’ means
post-hospital extended care services consist-
ing of any of the following:

‘‘(A) Physical or occupational therapy or
speech-language pathology services, or res-
piratory therapy, including supplies and sup-
port services incident to such services and
therapy.

‘‘(B) Prescription drugs.
‘‘(C) Complex medical equipment.
‘‘(D) Intravenous therapy and solutions

(including enteral and parenteral nutrients,
supplies, and equipment).

‘‘(E) Radiation therapy.
‘‘(F) Diagnostic services, including labora-

tory, radiology (including computerized to-
mography services and imaging services),
and pulmonary services.

‘‘(2) SNF MARKET BASKET PERCENTAGE IN-
CREASE.—The term ‘SNF market basket per-
centage increase’ for a fiscal year means a
percentage equal to the percentage increase
in routine service cost limits for the year
under section 1888(a).

‘‘(3) STAY.—The term ‘stay’ means, with
respect to an individual who is a resident of
a skilled nursing facility, a period of contin-
uous days during which the facility provides
extended care services for which payment
may be made under this title with respect to

the individual during the individual’s spell of
illness.

‘‘(b) NEW PAYMENT METHOD FOR COVERED

NON-ROUTINE SERVICES.—
‘‘(1) IN GENERAL.—Subject to subsection (c),

a skilled nursing facility shall receive in-
terim payments under this title for covered
non-routine services furnished to an individ-
ual during a cost reporting period beginning
during a fiscal year (after fiscal year 1996) in
an amount equal to the reasonable cost of
providing such services in accordance with
section 1861(v). The Secretary may adjust
such payments if the Secretary determines
(on the basis of such estimated information
as the Secretary considers appropriate) that
payments to the facility under this para-
graph for a cost reporting period would sub-
stantially exceed the cost reporting period
limit determined under subsection (c)(1)(B).

‘‘(2) RESPONSIBILITY OF SKILLED NURSING

FACILITY TO MANAGE BILLINGS.—
‘‘(A) CLARIFICATION RELATING TO PART A

BILLING.—In the case of a covered non-rou-
tine service furnished to an individual who
(at the time the service is furnished) is a
resident of a skilled nursing facility who is
entitled to coverage under section 1812(a)(2)
for such service, the skilled nursing facility
shall submit a claim for payment under this
title for such service under part A (without
regard to whether or not the item or service
was furnished by the facility, by others
under arrangement with them made by the
facility, under any other contracting or con-
sulting arrangement, or otherwise).

‘‘(B) PART B BILLING.—In the case of a cov-
ered non-routine service (other than a port-
able X-ray or portable electrocardiogram
treated as a physician’s service for purposes
of section 1848(j)(3)) furnished to an individ-
ual who (at the time the service is furnished)
is a resident of a skilled nursing facility who
is not entitled to coverage under section
1812(a)(2) for such service but is entitled to
coverage under part B for such service, the
skilled nursing facility shall submit a claim
for payment under this title for such service
under part B (without regard to whether or
not the item or service was furnished by the
facility, by others under arrangement with
them made by the facility, under any other
contracting or consulting arrangement, or
otherwise).

‘‘(C) MAINTAINING RECORDS ON SERVICES

FURNISHED TO RESIDENTS.—Each skilled nurs-
ing facility receiving payments for extended
care services under this title shall document
on the facility’s cost report all covered non-
routine services furnished to all residents of
the facility to whom the facility provided ex-
tended care services for which payment was
made under part A during a fiscal year (be-
ginning with fiscal year 1996) (without regard
to whether or not the services were furnished
by the facility, by others under arrangement
with them made by the facility, under any
other contracting or consulting arrange-
ment, or otherwise).

‘‘(c) RECONCILIATION OF AMOUNTS.—
‘‘(1) LIMIT BASED ON PER STAY LIMIT AND

NUMBER OF STAYS.—
‘‘(A) IN GENERAL.—If a skilled nursing fa-

cility has received aggregate payments
under subsection (b) for covered non-routine
services during a cost reporting period begin-
ning during a fiscal year in excess of an
amount equal to the cost reporting period
limit determined under subparagraph (B),
the Secretary shall reduce the payments
made to the facility with respect to such
services for cost reporting periods beginning
during the following fiscal year in an
amount equal to such excess. The Secretary
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shall reduce payments under this subpara-
graph at such times and in such manner dur-
ing a fiscal year as the Secretary finds nec-
essary to meet the requirement of this sub-
paragraph.

‘‘(B) COST REPORTING PERIOD LIMIT.—The
cost reporting period limit determined under
this subparagraph is an amount equal to the
product of—

‘‘(i) the per stay limit applicable to the fa-
cility under subsection (d) for the period; and

‘‘(ii) the number of stays beginning during
the period for which payment was made to
the facility for such services.

‘‘(C) PROSPECTIVE REDUCTION IN PAY-
MENTS.—In addition to the process for reduc-
ing payments described in subparagraph (A),
the Secretary may reduce payments made to
a facility under this section during a cost re-
porting period if the Secretary determines
(on the basis of such estimated information
as the Secretary considers appropriate) that
payments to the facility under this section
for the period will substantially exceed the
cost reporting period limit for the period de-
termined under this paragraph.

‘‘(2) INCENTIVE PAYMENTS.—
‘‘(A) IN GENERAL.—If a skilled nursing fa-

cility has received aggregate payments
under subsection (b) for covered non-routine
services during a cost reporting period begin-
ning during a fiscal year in an amount that
is less than the amount determined under
paragraph (1)(B), the Secretary shall pay the
skilled nursing facility in the following fis-
cal year an incentive payment equal to 50
percent of the difference between such
amounts, except that the incentive payment
may not exceed 5 percent of the aggregate
payments made to the facility under sub-
section (b) for the previous fiscal year (with-
out regard to subparagraph (B)).

‘‘(B) INSTALLMENT INCENTIVE PAYMENTS.—
The Secretary may make installment pay-
ments during a fiscal year to a skilled nurs-
ing facility based on the estimated incentive
payment that the facility would be eligible
to receive with respect to such fiscal year.

‘‘(d) DETERMINATION OF FACILITY PER STAY
LIMIT.—

‘‘(1) LIMIT FOR FISCAL YEAR 1997.—
‘‘(A) IN GENERAL.—Except as provided in

subparagraph (B), the Secretary shall estab-
lish separate per stay limits for hospital-
based and freestanding skilled nursing facili-
ties for the 12-month cost reporting period
beginning during fiscal year 1997 that are
equal to the sum of—

‘‘(i) 50 percent of the facility-specific stay
amount for the facility (as determined under
subsection (e)) for the last 12-month cost re-
porting period ending on or before Septem-
ber 30, 1994, increased (in a compounded man-
ner) by the SNF market basket percentage
increase for fiscal years 1995 through 1997;
and

‘‘(ii) 50 percent of the average of all facil-
ity-specific stay amounts for all hospital-
based facilities or all freestanding facilities
(whichever is applicable) during the cost re-
porting period described in clause (i), in-
creased (in a compounded manner) by the
SNF market basket percentage increase for
fiscal years 1995 through 1997.

‘‘(B) FACILITIES NOT HAVING 1994 COST RE-
PORTING PERIOD.—In the case of a skilled
nursing facility for which payments were not
made under this title for covered non-routine
services for the last 12-month cost reporting
period ending on or before September 30,
1994, the per stay limit for the 12-month cost
reporting period beginning during fiscal year
1997 shall be twice the amount determined
under subparagraph (A)(ii).

‘‘(2) LIMIT FOR SUBSEQUENT FISCAL YEARS.—
The per stay limit for a skilled nursing facil-
ity for a 12-month cost reporting period be-
ginning during a fiscal year after fiscal year

1997 is equal to the per stay limit established
under this subsection for the 12-month cost
reporting period beginning during the pre-
vious fiscal year, increased by the SNF mar-
ket basket percentage increase for such sub-
sequent fiscal year minus 2 percentage
points.

‘‘(3) REBASING OF AMOUNTS.—
‘‘(A) IN GENERAL.—The Secretary shall pro-

vide for an update to the facility-specific
amounts used to determine the per stay lim-
its under this subsection for cost reporting
periods beginning on or after October 1, 1999,
and every 2 years thereafter.

‘‘(B) TREATMENT OF FACILITIES NOT HAVING
REBASED COST REPORTING PERIODS.—Para-
graph (1)(B) shall apply with respect to a
skilled nursing facility for which payments
were not made under this title for covered
non-routine services for the 12-month cost
reporting period used by the Secretary to up-
date facility-specific amounts under sub-
paragraph (A) in the same manner as such
paragraph applies with respect to a facility
for which payments were not made under
this title for covered non-routine services for
the last 12-month cost reporting period end-
ing on or before September 30, 1994.

‘‘(e) DETERMINATION OF FACILITY-SPECIFIC
STAY AMOUNTS.—The ‘facility-specific stay
amount’ for a skilled nursing facility for a
cost reporting period is the sum of—

‘‘(1) the average amount of payments made
to the facility under part A during the period
which are attributable to covered non-rou-
tine services furnished during a stay; and

‘‘(2) the Secretary’s best estimate of the
average amount of payments made under
part B during the period for covered non-rou-
tine services furnished to all residents of the
facility to whom the facility provided ex-
tended care services for which payment was
made under part A during the period (with-
out regard to whether or not the services
were furnished by the facility, by others
under arrangement with them made by the
facility, under any other contracting or con-
sulting arrangement, or otherwise), as esti-
mated by the Secretary.

‘‘(f) INTENSIVE NURSING OR THERAPY
NEEDS.—

‘‘(1) IN GENERAL.—In applying subsection
(b) to covered non-routine services furnished
during a stay beginning during a cost report-
ing period beginning during a fiscal year to
a resident of a skilled nursing facility who
requires intensive nursing or therapy serv-
ices, the per stay limit determined for the
fiscal year under the methodology for such
resident shall be the per stay limit developed
under paragraph (2) instead of the per stay
limit determined under subsection (d)(1)(A).

‘‘(2) PER STAY LIMIT FOR INTENSIVE NEED
RESIDENTS.—Not later than June 30, 1996, the
Secretary, after consultation with the Medi-
care Payment Review Commission and
skilled nursing facility experts, shall develop
and publish a methodology for determining
on an annual basis a per stay limit for resi-
dents of a skilled nursing facility who re-
quire intensive nursing or therapy services.

‘‘(3) BUDGET NEUTRALITY.—The Secretary
shall adjust payments under subsection (b)
in a manner that ensures that total pay-
ments for covered non-routine services under
this section are not greater or less than total
payments for such services would have been
but for the application of paragraph (1).

‘‘(g) SPECIAL TREATMENT FOR MEDICARE
LOW VOLUME SKILLED NURSING FACILITIES.—
This section shall not apply with respect to
a skilled nursing facility for which payment
is made for routine service costs during a
cost reporting period on the basis of prospec-
tive payments under section 1888(d).

‘‘(h) EXCEPTIONS AND ADJUSTMENTS TO LIM-
ITS.—

‘‘(1) IN GENERAL.—The Secretary may make
exceptions and adjustments to the cost re-
porting limits applicable to a skilled nursing
facility under subsection (c)(1)(B) for a cost
reporting period, except that the total
amount of any additional payments made
under this section for covered non-routine
services during the cost reporting period as a
result of such exceptions and adjustments
may not exceed 5 percent of the aggregate
payments made to all skilled nursing facili-
ties for covered non-routine services during
the cost reporting period (determined with-
out regard to this paragraph).

‘‘(2) BUDGET NEUTRALITY.—The Secretary
shall adjust payments under subsection (b)
in a manner that ensures that total pay-
ments for covered non-routine services under
this section are not greater or less than total
payments for such services would have been
but for the application of paragraph (1).

‘‘(i) SPECIAL RULE FOR X-RAY SERVICES.—
Before furnishing a covered non-routine serv-
ice consisting of an X-ray service for which
payment may be made under part A or part
B to a resident, a skilled nursing facility
shall consider whether furnishing the service
through a provider of portable X-ray service
services would be appropriate, taking into
account the cost effectiveness of the service
and the convenience to the resident.’’.

(b) CONFORMING AMENDMENT.—Section
1814(b) (42 U.S.C. 1395f(b)) is amended in the
matter preceding paragraph (1) by striking
‘‘1813 and 1886’’ and inserting ‘‘1813, 1886, 1888,
and 1888A’’.
SEC. 15523. PAYMENTS FOR ROUTINE SERVICE

COSTS.
(a) MAINTAINING SAVINGS RESULTING FROM

TEMPORARY FREEZE ON PAYMENT IN-
CREASES.—

(1) BASING UPDATES TO PER DIEM COST LIM-
ITS ON LIMITS FOR FISCAL YEAR 1993.—

(A) IN GENERAL.—The last sentence of sec-
tion 1888(a) (42 U.S.C. 1395yy(a)) is amended
by inserting before the period at the end the
following: ‘‘(except that such updates may
not take into account any changes in the
routine service costs of skilled nursing fa-
cilities occurring during cost reporting peri-
ods which began during fiscal year 1994 or
fiscal year 1995)’’.

(B) NO EXCEPTIONS PERMITTED BASED ON
AMENDMENT.—The Secretary of Health and
Human Services shall not consider the
amendment made by subparagraph (A) in
making any adjustments pursuant to section
1888(c) of the Social Security Act.

(2) PAYMENTS DETERMINED ON PROSPECTIVE
BASIS.—Any change made by the Secretary of
Health and Human Services in the amount of
any prospective payment paid to a skilled
nursing facility under section 1888(d) of the
Social Security Act for cost reporting peri-
ods beginning on or after October 1, 1995,
may not take into account any changes in
the costs of services occurring during cost
reporting periods which began during fiscal
year 1994 or fiscal year 1995.

(b) ESTABLISHMENT OF SCHEDULE FOR MAK-
ING ADJUSTMENTS TO LIMITS.—Section 1888(c)
(42 U.S.C. 1395yy(c)) is amended by striking
the period at the end of the second sentence
and inserting ‘‘, and may only make adjust-
ments under this subsection with respect to
a facility which applies for an adjustment
during an annual application period estab-
lished by the Secretary.’’.

(c) LIMITATION ON AGGREGATE INCREASE IN
PAYMENTS RESULTING FROM ADJUSTMENTS TO
LIMITS.—Section 1888(c) (42 U.S.C. 1395yy(c))
is amended—

(1) by striking ‘‘(c) The Secretary’’ and in-
serting ‘‘(c)(1) Subject to paragraph (2), the
Secretary’’; and

(2) by adding at the end the following new
paragraph:
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‘‘(2) The Secretary may not make any ad-

justments under this subsection in the limits
set forth in subsection (a) for a cost report-
ing period beginning during a fiscal year to
the extent that the total amount of the addi-
tional payments made under this title as a
result of such adjustments is greater than an
amount equal to—

‘‘(A) for cost reporting periods beginning
during fiscal year 1997, the total amount of
the additional payments made under this
title as a result of adjustments under this
subsection for cost reporting periods begin-
ning during fiscal year 1996 increased by the
SNF market basket percentage increase (as
defined in section 1888A(e)(3)) for fiscal year
1997; and

‘‘(B) for cost reporting periods beginning
during a subsequent fiscal year, the amount
determined under this paragraph for the pre-
vious fiscal year increased by the SNF mar-
ket basket percentage increase for such sub-
sequent fiscal year.’’.

(d) IMPOSITION OF LIMITS FOR ALL COST RE-
PORTING PERIODS.—Section 1888(a) (42 U.S.C.
1395yy(a)) is amended in the matter preced-
ing paragraph (1) by inserting after ‘‘ex-
tended care services’’ the following: ‘‘(for
any cost reporting period for which payment
is made under this title to the skilled nurs-
ing facility for such services)’’.
SEC. 15524. REDUCTIONS IN PAYMENT FOR CAP-

ITAL-RELATED COSTS.
Section 1861(v)(1) (42 U.S.C. 1395x(v)(1)), as

amended by section 15506, is amended by add-
ing at the end the following new subpara-
graph:

‘‘(U) Such regulations shall provide that,
in determining the amount of the payments
that may be made under this title with re-
spect to all the capital-related costs of
skilled nursing facilities, the Secretary shall
reduce the amounts of such payments other-
wise established under this title by 15 per-
cent for payments attributable to portions of
cost reporting periods occurring during fis-
cal years 1996 through 2002.’’.
SEC. 15525. TREATMENT OF ITEMS AND SERVICES

PAID FOR UNDER PART B.
(a) REQUIRING PAYMENT FOR ALL ITEMS AND

SERVICES TO BE MADE TO FACILITY.—
(1) IN GENERAL.—The first sentence of sec-

tion 1842(b)(6) (42 U.S.C. 1395u(b)(6)) is
amended—

(A) by striking ‘‘and (D)’’ and inserting
‘‘(D)’’; and

(B) by striking the period at the end and
inserting the following: ‘‘, and (E) in the case
of an item or service (other than physicians’
services and other than a portable X-ray or
portable electrocardiogram treated as a phy-
sician’s service for purposes of section
1848(j)(3)) furnished to an individual who (at
the time the item or service is furnished) is
a resident of a skilled nursing facility, pay-
ment shall be made to the facility (without
regard to whether or not the item or service
was furnished by the facility, by others
under arrangement with them made by the
facility, or otherwise).’’.

(2) EXCLUSION FOR ITEMS AND SERVICES NOT
BILLED BY FACILITY.—Section 1862(a) (42
U.S.C. 1395y(a)) is amended—

(A) by striking ‘‘or’’ at the end of para-
graph (14);

(B) by striking the period at the end of
paragraph (15) and inserting ‘‘; or’’; and

(C) by inserting after paragraph (15) the
following new paragraph:

‘‘(16) where such expenses are for covered
non-routine services (as defined in section
1888A(a)(1)) (other than a portable X-ray or
portable electrocardiogram treated as a phy-
sician’s service for purposes of section
1848(j)(3)) furnished to an individual who is a
resident of a skilled nursing facility and for
which the claim for payment under this title
is not submitted by the facility.’’.

(3) CONFORMING AMENDMENT.—Section
1832(a)(1) (42 U.S.C. 1395k(a)(1)) is amended by
striking ‘‘(2);’’ and inserting ‘‘(2) and section
1842(b)(6)(E);’’.

(b) REDUCTION IN PAYMENTS FOR ITEMS AND
SERVICES FURNISHED BY OR UNDER ARRANGE-
MENTS WITH FACILITIES.—Section 1861(v)(1)
(42 U.S.C. 1395x(v)(1)), as amended by sec-
tions 15506 and 15524, is amended by adding at
the end the following new subparagraph:

‘‘(V) In the case of an item or service fur-
nished by a skilled nursing facility (or by
others under arrangement with them made
by a skilled nursing facility) for which pay-
ment is made under part B in an amount de-
termined in accordance with section
1833(a)(2)(B), the Secretary shall reduce the
reasonable cost for such item or service oth-
erwise determined under clause (i)(I) of such
section by 5.8 percent for payments attrib-
utable to portions of cost reporting periods
occurring during fiscal years 1996 through
2002.’’.
SEC. 15526. CERTIFICATION OF FACILITIES MEET-

ING REVISED NURSING HOME RE-
FORM STANDARDS.

(a) IN GENERAL.—Section 1819(a)(3) (42
U.S.C. 1395i@3(a)(3)) is amended to read as
follows:

‘‘(3)(A) is certified by the Secretary as
meeting the standards established under sub-
section (b), or (B) is a State-certified facility
(as defined in subsection (d)).’’.

(b) REQUIREMENTS DESCRIBED.—Section
1819 (42 U.S.C. 1395i@3) is amended by strik-
ing subsections (b) through (i) and inserting
the following:

‘‘(b) STANDARDS FOR AND CERTIFICATION OF
FACILITIES.—

‘‘(1) STANDARDS FOR FACILITIES.—
‘‘(A) IN GENERAL.—The Secretary shall pro-

vide for the establishment and maintenance
of standards consistent with the contents de-
scribed in subparagraph (B) for skilled nurs-
ing facilities which furnish services for
which payment may be made under this
title.

‘‘(B) CONTENTS OF STANDARDS.—The stand-
ards established for facilities under this
paragraph shall contain provisions relating
to the following items:

‘‘(i) The treatment of resident medical
records.

‘‘(ii) Policies, procedures, and bylaws for
operation.

‘‘(iii) Quality assurance systems.
‘‘(iv) Resident assessment procedures, in-

cluding care planning and outcome evalua-
tion.

‘‘(v) The assurance of a safe and adequate
physical plant for the facility.

‘‘(vi) Qualifications for staff sufficient to
provide adequate care.

‘‘(vii) Utilization review.
‘‘(viii) The protection and enforcement of

resident rights described in subparagraph
(C).

‘‘(C) RESIDENT RIGHTS DESCRIBED.—The
resident rights described in this subpara-
graph are the rights of residents to the fol-
lowing:

‘‘(i) To exercise the individual’s rights as a
resident of the facility and as a citizen or
resident of the United States.

‘‘(ii) To receive notice of rights and serv-
ices.

‘‘(iii) To be protected against the misuse of
resident funds.

‘‘(iv) To be provided privacy and confiden-
tiality.

‘‘(v) To voice grievances.
‘‘(vi) To examine the results of inspections

under the certification program.
‘‘(vii) To refuse to perform services for the

facility.
‘‘(viii) To be provided privacy in commu-

nications and to receive mail.

‘‘(ix) To have the facility provide imme-
diate access to any resident by any rep-
resentative of the certification program, the
resident’s individual physician, the State
long term care ombudsman, and any person
the resident has designated as a visitor.

‘‘(x) To retain and use personal property.
‘‘(xi) To be free from abuse, including

verbal, sexual, physical and mental abuse,
corporal punishment, and involuntary seclu-
sion.

‘‘(xii) To be provided with prior written no-
tice of a pending transfer or discharge.

‘‘(D) REQUIRING NOTICE AND COMMENT.—The
standards established for facilities under this
paragraph may only take effect after the
Secretary has provided the public with no-
tice and an opportunity for comment.

‘‘(2) CERTIFICATION PROGRAM.—
‘‘(A) IN GENERAL.—The Secretary shall pro-

vide for the establishment and operation of a
program consistent with the requirements of
subparagraph (B) for the certification of
skilled nursing facilities which meet the
standards established under paragraph (1)
and the decertification of facilities which
fail to meet such standards.

‘‘(B) REQUIREMENTS FOR PROGRAM.—In addi-
tion to any other requirements the Sec-
retary may impose, in establishing and oper-
ating the certification program under sub-
paragraph (A), the Secretary shall ensure the
following:

‘‘(i) The Secretary shall ensure public ac-
cess (as defined by the Secretary) to the cer-
tification program’s evaluations of partici-
pating facilities, including compliance
records and enforcement actions and other
reports by the Secretary regarding the own-
ership, compliance histories, and services
provided by certified facilities.

‘‘(ii) Not less often than every 4 years, the
Secretary shall audit its expenditures under
the program, through an entity designated
by the Secretary which is not affiliated with
the program, as designated by the Secretary.

‘‘(c) INTERMEDIATE SANCTION AUTHORITY.—
‘‘(1) AUTHORITY.—In addition to any other

authority, where the Secretary determines
that a nursing facility which is certified for
participation under this title (whether cer-
tified by the Secretary as meeting the stand-
ards established under subsection (b) or a
State-ceritified facility) no longer or does
not substantially meet the requirements for
such a facility under this title as specified
under subsection (b) and further determines
that the facility’s deficiencies—

‘‘(A) immediately jeopardize the health
and safety of its residents, the Secretary
shall at least provide for the termination of
the facility’s certification for participation
under this title, or

‘‘(B) do not immediately jeopardize the
health and safety of its residents, the Sec-
retary may, in lieu of providing for termi-
nating the facility’s certification for partici-
pation under the plan, provide lesser sanc-
tions including one that provides that no
payment will be made under this title with
respect to any individual admitted to such
facility after a date specified by the Sec-
retary.

‘‘(2) NOTICE.—The Secretary shall not
make such a decision with respect to a facil-
ity until the facility has had a reasonable
opportunity, following the initial determina-
tion that it no longer or does not substan-
tially meet the requirements for such a facil-
ity under this title, to correct its defi-
ciencies, and, following this period, has been
given reasonable notice and opportunity for
a hearing.

‘‘(3) EFFECTIVENESS.—The Secretary’s deci-
sion to deny payment may be made effective
only after such notice to the public and to
the facility as may be provided for by the
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Secretary, and its effectiveness shall termi-
nate (A) when the Secretary finds that the
facility is in substantial compliance (or is
making good faith efforts to achieve sub-
stantial compliance) with the requirements
for such a facility under this title, or (B) in
the case described in paragraph (1)(B), with
the end of the eleventh month following the
month such decision is made effective,
whichever occurs first. If a facility to which
clause (B) of the previous sentence applies
still fails to substantially meet the provi-
sions of the respective section on the date
specified in such clause, the Secretary shall
terminate such facility’s certification for
participation under this title effective with
the first day of the first month following the
month specified in such clause.

‘‘(d) STATE-CERTIFIED FACILITY DEFINED.—
In subsection (a), a ‘State-certified facility’
means a facility licensed or certified as a
skilled nursing facility by the State in which
it is located, or a facility which otherwise
meets the requirements applicable to provid-
ers of nursing facility services under the
State plan under title XIX or the MediGrant
program under title XXI.’’.

(c) CONFORMING AMENDMENTS.—(1) Section
1861(v)(1)(E) (42 U.S.C. 1395x(v)(1)(E)) is
amended by striking the second sentence.

(2) Section 1864 (42 U.S.C. 1395aa) is amend-
ed by striking subsection (d).

(3) Section 1866(f)(1) (42 U.S.C. 1395cc(f)(1))
is amended by striking ‘‘1819(c)(2)(E),’’.

(4) Section 1883(f) (42 U.S.C. 1395tt(f)) is
amended—

(A) in the second sentence, by striking
‘‘such a hospital’’ and inserting ‘‘a hospital
which enters into an agreement with the
Secretary under this section’’; and

(B) by striking the first sentence.
(d) EFFECTIVE DATE.—The amendments

made by this section shall apply with respect
to cost reporting periods beginning on or
after October 1, 1995.
SEC. 15527. MEDICAL REVIEW PROCESS.

In order to ensure that medicare bene-
ficiaries are furnished appropriate extended
care services, the Secretary of Health and
Human Services shall establish and imple-
ment a thorough medical review process to
examine the effects of the amendments made
by this part on the quality of extended care
services furnished to medicare beneficiaries.
In developing such a medical review process,
the Secretary shall place a particular em-
phasis on the quality of non-routine covered
services for which payment is made under
section 1888A of the Social Security Act.
SEC. 15528. REPORT BY MEDICARE PAYMENT RE-

VIEW COMMISSION.
Not later than October 1, 1997, the Medi-

care Payment Review Commission shall sub-
mit to Congress a report on the system
under which payment is made under the
medicare program for extended care services
furnished by skilled nursing facilities, and
shall include in the report the following:

(1) An analysis of the effect of the meth-
odology established under section 1888A of
the Social Security Act (as added by section
15522) on the payments for, and the quality
of, extended care services under the medi-
care program.

(2) An analysis of the advisability of deter-
mining the amount of payment for covered
non-routine services of facilities (as de-
scribed in such section) on the basis of the
amounts paid for such services when fur-
nished by suppliers under part B of the medi-
care program.

(3) An analysis of the desirability of main-
taining separate limits for hospital-based
and freestanding facilities in the costs of ex-
tended care services recognized as reasonable
under the medicare program.

(4) An analysis of the quality of services
furnished by skilled nursing facilities.

(5) An analysis of the adequacy of the proc-
ess and standards used to provide exceptions
to the limits described in paragraph (3).
SEC. 15529. EFFECTIVE DATE.

Except as otherwise provided in this part,
the amendments made by this part shall
apply to services furnished during cost re-
porting periods (or portions of cost reporting
periods) beginning on or after October 1, 1996.
PART 3—CLARIFICATION OF CREDITS TO

PART A TRUST FUND
SEC. 15531. CLARIFICATION OF AMOUNT OF

TAXES CREDITED TO FEDERAL HOS-
PITAL INSURANCE TRUST FUND.

Section 121(e)(1)(B) of the Social Security
Amendments of 1983 (Public Law 98–21) is
amended by adding at the end the following:
‘‘The Secretary of the Treasury shall carry
out this subparagraph without regard to any
amendments to this subsection or to section
86 of the Internal Revenue Code of 1986 which
take effect on or after January 1, 1994.’’.
Subtitle G—Provisions Relating to Medicare

Part B
PART 1—PAYMENT REFORMS

SEC. 15601. PAYMENTS FOR PHYSICIANS’ SERV-
ICES.

(a) REPLACEMENT OF VOLUME PERFORMANCE
STANDARD WITH SUSTAINABLE GROWTH
RATE.—Section 1848(f) (42 U.S.C. 1395w@4(f))
is amended to read as follows:

‘‘(f) SUSTAINABLE GROWTH RATE.—
‘‘(1) SPECIFICATION OF GROWTH RATE.—
‘‘(A) FISCAL YEAR 1996.—The sustainable

growth rate for all physicians’ services for
fiscal year 1996 shall be equal to the product
of—

‘‘(i) 1 plus the Secretary’s estimate of the
percentage change in the medicare economic
index for 1996 (described in the fourth sen-
tence of section 1842(b)(3)) (divided by 100),

‘‘(ii) 1 plus the Secretary’s estimate of the
percentage change (divided by 100) in the av-
erage number of individuals enrolled under
this part (other than private plan enrollees)
from fiscal year 1995 to fiscal year 1996,

‘‘(iii) 1 plus the Secretary’s estimate of the
projected percentage growth in real gross do-
mestic product per capita (divided by 100)
from fiscal year 1995 to fiscal year 1996, plus
2 percentage points, and

‘‘(iv) 1 plus the Secretary’s estimate of the
percentage change (divided by 100) in expend-
itures for all physicians’ services in fiscal
year 1996 (compared with fiscal year 1995)
which will result from changes in law, deter-
mined without taking into account esti-
mated changes in expenditures due to
changes in the volume and intensity of phy-
sicians’ services or changes in expenditures
resulting from changes in the update to the
conversion factor under subsection (d),

minus 1 and multiplied by 100.
‘‘(B) SUBSEQUENT FISCAL YEARS.—The sus-

tainable growth rate for all physicians’ serv-
ices for fiscal year 1997 and each subsequent
fiscal year shall be equal to the product of—

‘‘(i) 1 plus the Secretary’s estimate of the
percentage change in the medicare economic
index for the fiscal year involved (described
in the fourth sentence of section 1842(b)(3))
(divided by 100),

‘‘(ii) 1 plus the Secretary’s estimate of the
percentage change (divided by 100) in the av-
erage number of individuals enrolled under
this part (other than private plan enrollees)
from the previous fiscal year to the fiscal
year involved,

‘‘(iii) 1 plus the Secretary’s estimate of the
projected percentage growth in real gross do-
mestic product per capita (divided by 100)
from the previous fiscal year to the fiscal
year involved, plus 2 percentage points, and

‘‘(iv) 1 plus the Secretary’s estimate of the
percentage change (divided by 100) in expend-
itures for all physicians’ services in the fis-

cal year (compared with the previous fiscal
year) which will result from changes in law
(including changes made by the Secretary in
response to section 1895), determined without
taking into account estimated changes in ex-
penditures due to changes in the volume and
intensity of physicians’ services or changes
in expenditures resulting from changes in
the update to the conversion factor under
subsection (d)(3),

minus 1 and multiplied by 100.
‘‘(2) EXCLUSION OF SERVICES FURNISHED TO

PRIVATE PLAN ENROLLEES.—In this sub-
section, the term ‘physicians’ services’ with
respect to a fiscal year does not include serv-
ices furnished to an individual enrolled
under this part who has elected to receive
benefits under this title for the fiscal year
through a MedicarePlus product offered
under part C or through enrollment with an
eligible organization with a risk-sharing
contract under section 1876.’’.

(b) ESTABLISHING UPDATE TO CONVERSION

FACTOR TO MATCH SPENDING UNDER SUSTAIN-
ABLE GROWTH RATE.—

(1) IN GENERAL.—Section 1848(d) (42 U.S.C.
1395w@4(d)) is amended—

(A) by striking paragraph (2);
(B) by amending paragraph (3) to read as

follows:
‘‘(3) UPDATE.—
‘‘(A) IN GENERAL.—Subject to subparagraph

(E), for purposes of this section the update
for a year (beginning with 1997) is equal to
the product of—

‘‘(i) 1 plus the Secretary’s estimate of the
percentage increase in the medicare eco-
nomic index (described in the fourth sen-
tence of section 1842(b)(3)) for the year (di-
vided by 100), and

‘‘(ii) 1 plus the Secretary’s estimate of the
update adjustment factor for the year (di-
vided by 100),

minus 1 and multiplied by 100.
‘‘(B) UPDATE ADJUSTMENT FACTOR.—The

‘update adjustment factor’ for a year is equal
to the quotient of—

‘‘(i) the difference between (I) the sum of
the allowed expenditures for physicians’
services furnished during each of the years
1995 through the year involved and (II) the
sum of the amount of actual expenditures for
physicians’ services furnished during each of
the years 1995 through the previous year; di-
vided by

‘‘(ii) the Secretary’s estimate of allowed
expenditures for physicians’ services fur-
nished during the year.

‘‘(C) DETERMINATION OF ALLOWED EXPENDI-
TURES.—For purposes of subparagraph (B),
allowed expenditures for physicians’ services
shall be determined as follows (as estimated
by the Secretary):

‘‘(i) In the case of allowed expenditures for
1995, such expenditures shall be equal to ac-
tual expenditures for services furnished dur-
ing the 12-month period ending with June of
1995.

‘‘(ii) In the case of allowed expenditures for
1996 and each subsequent year, such expendi-
tures shall be equal to allowed expenditures
for the previous year, increased by the sus-
tainable growth rate under subsection (f) for
the fiscal year which begins during the year.

‘‘(D) DETERMINATION OF ACTUAL EXPENDI-
TURES.—For purposes of subparagraph (B),
the amount of actual expenditures for physi-
cians’ services furnished during a year shall
be equal to the amount of expenditures for
such services during the 12-month period
ending with June of the previous year.

‘‘(E) RESTRICTION ON VARIATION FROM MEDI-
CARE ECONOMIC INDEX.—

‘‘(i) IN GENERAL.—Notwithstanding the
amount of the update adjustment factor de-
termined under subparagraph (B) for a year,
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the update in the conversion factor under
this paragraph for the year may not be—

‘‘(I) greater than 103 percent of 1 plus the
Secretary’s estimate of the percentage in-
crease in the medicare economic index (de-
scribed in the fourth sentence of section
1842(b)(3)) for the year (divided by 100); or

‘‘(II) less than the applicable percentage
limit of 1 plus the Secretary’s estimate of
the percentage increase in the medicare eco-
nomic index (described in the fourth sen-
tence of section 1842(b)(3)) for the year (di-
vided by 100).

‘‘(ii) APPLICABLE PERCENTAGE LIMIT.—In
clause (i)(II), the ‘applicable percentage
limit’ for a year is—

‘‘(I) for 1997, 93 percent;
‘‘(II) for 1998, 92.25 percent; and
‘‘(III) for 1999 and each succeeding year, 92

percent.’’; and
(C) by adding at the end the following new

paragraph:
‘‘(4) REPORTING REQUIREMENTS.—
‘‘(A) IN GENERAL.—Not later than Novem-

ber 1 of each year (beginning with 1996), the
Secretary shall transmit to the Congress a
report that describes the update in the con-
version factor for physicians’ services (as de-
fined in subsection (f)(3)(A)) in the following
year.

‘‘(B) COMMISSION REVIEW.—The Medicare
Payment Review Commission shall review
the report submitted under subparagraph (A)
for a year and shall submit to the Congress,
by not later than December 1 of the year, a
report containing its analysis of the conver-
sion factor for the following year.’’.

(2) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to physi-
cians’ services furnished on or after January
1, 1996.

(c) ESTABLISHMENT OF SINGLE CONVERSION
FACTOR FOR 1996.—

(1) IN GENERAL.—Section 1848(d)(1) (42
U.S.C. 1395w@4(d)(1)) is amended—

(A) by redesignating subparagraph (C) as
subparagraph (D); and

(B) by inserting after subparagraph (B) the
following new subparagraph:

‘‘(C) SPECIAL RULE FOR 1996.—For 1996, the
conversion factor under this subsection shall
be $35.42 for all physicians’ services.’’.

(2) CONFORMING AMENDMENTS.—Section 1848
(42 U.S.C. 1395w@4), as amended by para-
graph (1), is amended—

(A) by striking ‘‘(or factors)’’ each place it
appears in subsection (d)(1)(A) and
(d)(1)(D)(ii);

(B) in subsection (d)(1)(A), by striking ‘‘or
updates’’;

(C) in subsection (d)(1)(D)(ii), by striking
‘‘(or updates)’’; and

(D) in subsection (i)(1)(C), by striking
‘‘conversion factors’’ and inserting ‘‘the con-
version factor’’.
SEC. 15602. ELIMINATION OF FORMULA-DRIVEN

OVERPAYMENTS FOR CERTAIN OUT-
PATIENT HOSPITAL SERVICES.

(a) AMBULATORY SURGICAL CENTER PROCE-
DURES.—Section 1833(i)(3)(B)(i)(II) (42 U.S.C.
1395l(i)(3)(B)(i)(II)) is amended—

(1) by striking ‘‘of 80 percent’’; and
(2) by striking the period at the end and in-

serting the following: ‘‘, less the amount a
provider may charge as described in clause
(ii) of section 1866(a)(2)(A).’’.

(b) RADIOLOGY SERVICES AND DIAGNOSTIC
PROCEDURES.—Section 1833(n)(1)(B)(i)(II) (42
U.S.C. 1395l(n)(1)(B)(i)(II)) is amended—

(1) by striking ‘‘of 80 percent’’; and
(2) by striking the period at the end and in-

serting the following: ‘‘, less the amount a
provider may charge as described in clause
(ii) of section 1866(a)(2)(A).’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to services
furnished during portions of cost reporting
periods occurring on or after October 1, 1995.

SEC. 15603. PAYMENTS FOR DURABLE MEDICAL
EQUIPMENT.

(a) REDUCTION IN PAYMENT AMOUNTS FOR
ITEMS OF DURABLE MEDICAL EQUIPMENT.—

(1) FREEZE IN UPDATE FOR COVERED ITEMS.—
Section 1834(a)(14) (42 U.S.C. 1395m(a)(14)) is
amended—

(A) by striking ‘‘and’’ at the end of sub-
paragraph (A);

(B) in subparagraph (B)—
(i) by striking ‘‘a subsequent year’’ and in-

serting ‘‘1993, 1994, and 1995’’, and
(ii) by striking the period at the end and

inserting a semicolon; and
(C) by adding at the end the following:
‘‘(C) for each of the years 1996 through 2002,

0 percentage points; and
‘‘(D) for a subsequent year, the percentage

increase in the consumer price index for all
urban consumers (U.S. urban average) for
the 12-month period ending with June of the
previous year.’’.

(2) UPDATE FOR ORTHOTICS AND PROSTHET-
ICS.—Section 1834(h)(4)(A) (42 U.S.C.
1395m(h)(4)(A)) is amended—

(A) by striking ‘‘and’’ at the end of clause
(iii);

(B) by redesignating clause (iv) as clause
(v); and

(C) by inserting after clause (iii) the fol-
lowing new clause:

‘‘(iv) for each of the years 1996 through
2002, 1 percent, and’’.

(b) OXYGEN AND OXYGEN EQUIPMENT.—Sec-
tion 1834(a)(9)(C) (42 U.S.C. 1395m(a)(9)(C)) is
amended—

(1) by striking ‘‘and’’ at the end of clause
(iii);

(2) in clause (iv)—
(A) by striking ‘‘a subsequent year’’ and in-

serting ‘‘1993, 1994, and 1995’’, and
(B) by striking the period at the end and

inserting a semicolon; and
(3) by adding at the end the following new

clauses:
‘‘(v) in 1996, is 80 percent of the national

limited monthly payment rate computed
under subparagraph (B) for the item for the
year; and

‘‘(vi) in a subsequent year, is the national
limited monthly payment rate computed
under subparagraph (B) for the item for the
year.’’.

(c) PAYMENT FOR UPGRADED DURABLE MEDI-
CAL EQUIPMENT.—Section 1834(a) (42 U.S.C.
1395m(a)) is amended by inserting after para-
graph (15) the following new paragraph:

‘‘(16) PAYMENT FOR CERTAIN UPGRADED
ITEMS.—

‘‘(A) INDIVIDUAL’S RIGHT TO CHOOSE UP-
GRADED ITEM.—Notwithstanding any other
provision of this title, effective on the date
on which the Secretary issues regulations
under subparagraph (C), payment may be
made under this part for an upgraded item of
durable medical equipment in the same man-
ner as payment may be made for a standard
item of durable medical equipment.

‘‘(B) PAYMENTS TO SUPPLIER.—In the case
of the purchase or rental of an upgraded item
under subparagraph (A)—

‘‘(i) the supplier shall receive payment
under this subsection with respect to such
item as if such item were a standard item;
and

‘‘(ii) the individual purchasing or renting
the item shall pay the supplier an amount
equal to the difference between the suppli-
er’s charge and the amount under clause (i).

In no event may the supplier’s charge for an
upgraded item exceed the applicable fee
schedule amount (if any) for such item.

‘‘(C) CONSUMER PROTECTION SAFEGUARDS.—
The Secretary shall issue regulations provid-
ing for consumer protection standards with
respect to the furnishing of upgraded equip-
ment under subparagraph (A). Such regula-
tions shall provide for—

‘‘(i) full disclosure by the supplier of the
availability and price of standard items and
proof of receipt of such disclosure informa-
tion by the beneficiary before the furnishing
of the upgraded item;

‘‘(ii) conditions of participation for suppli-
ers of upgraded items, including conditions
relating to billing procedures;

‘‘(iii) sanctions (including exclusion) of
suppliers who are determined to have en-
gaged in coercive or abusive practices; and

‘‘(iv) such other safeguards as the Sec-
retary determines are necessary.’’.

(d) PAYMENT FREEZE FOR PARENTERAL AND
ENTERAL NUTRIENTS, SUPPLIES, AND EQUIP-
MENT.—In determining the amount of pay-
ment under part B of title XVIII of the So-
cial Security Act with respect to parenteral
and enteral nutrients, supplies, and equip-
ment during each of the years 1996 through
2002, the charges determined to be reasonable
with respect to such nutrients, supplies, and
equipment may not exceed the charges de-
termined to be reasonable with respect to
such nutrients, supplies, and equipment dur-
ing 1993.
SEC. 15604. REDUCTION IN UPDATES TO PAY-

MENT AMOUNTS FOR CLINICAL DI-
AGNOSTIC LABORATORY TESTS.

(a) CHANGE IN UPDATE.—Section
1833(h)(2)(A)(ii)(IV) (42 U.S.C. 1395l(h)(2)
(A)(ii)(IV)) is amended by striking ‘‘1994 and
1995’’ and inserting ‘‘1994 through 2002’’.

(b) LOWERING CAP ON PAYMENT AMOUNTS.—
Section 1833(h)(4)(B) (42 U.S.C. 1395l(h)(4)(B))
is amended—

(1) in clause (vi), by striking ‘‘and’’ at the
end;

(2) in clause (vii)—
(A) by inserting ‘‘and before January 1,

1997,’’ after ‘‘1995,’’, and
(B) by striking the period at the end and

inserting ‘‘, and’’; and
(3) by adding at the end the following new

clause:
‘‘(viii) after December 31, 1996, is equal to

65 percent of such median.’’.
SEC. 15605. EXTENSION OF REDUCTIONS IN PAY-

MENTS FOR COSTS OF HOSPITAL
OUTPATIENT SERVICES.

(a) REDUCTION IN PAYMENTS FOR CAPITAL-
RELATED COSTS.—Section 1861(v)(1)(S)(ii)(I)
(42 U.S.C. 1395x(v)(1)(S)(ii)(I)) is amended by
striking ‘‘through 1998’’ and inserting
‘‘through 2002’’.

(b) REDUCTION IN PAYMENTS FOR OTHER
COSTS.—Section 1861(v)(1)(S)(ii)(II) (42 U.S.C.
1395x(v)(1)(S)(ii)(II)) is amended by striking
‘‘through 1998’’ and inserting ‘‘through 2002’’.
SEC. 15606. FREEZE IN PAYMENTS FOR AMBULA-

TORY SURGICAL CENTER SERVICES.
The Secretary of Health and Human Serv-

ices shall not provide for any inflation up-
date in the payment amounts under subpara-
graphs (A) and (B) of section 1833(i)(2) of the
Social Security Act for any of the fiscal
years 1996 through 2002.
SEC. 15607. RURAL EMERGENCY ACCESS CARE

HOSPITALS.
(a) COVERAGE UNDER PART B.—Section

1832(a)(2) (42 U.S.C. 1395k(a)(2)) is amended—
(1) by striking ‘‘and’’ at the end of subpara-

graph (I);
(2) by striking the period at the end of sub-

paragraph (J) and inserting ‘‘; and’’; and
(3) by adding at the end the following new

subparagraph:
‘‘(K) rural emergency access care hospital

services (as defined in section 1861(oo)(2)).’’.
(b) PAYMENT BASED ON PAYMENT FOR OUT-

PATIENT RURAL PRIMARY CARE HOSPITAL
SERVICES.—

(1) IN GENERAL.—Section 1833(a)(6) (42
U.S.C. 1395l(a)(6)) is amended by striking
‘‘services,’’ and inserting ‘‘services and rural
emergency access care hospital services,’’.

(2) PAYMENT METHODOLOGY DESCRIBED.—
Section 1834(g) (42 U.S.C. 1395m(g)) is amend-
ed—
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(A) in the heading, by striking ‘‘SERVICES’’

and inserting ‘‘SERVICES AND RURAL EMER-
GENCY ACCESS CARE HOSPITAL SERVICES’’; and

(B) by adding at the end the following new
sentence: ‘‘The amount of payment for rural
emergency access care hospital services pro-
vided during a year shall be determined
using the applicable method provided under
this subsection for determining payment for
outpatient rural primary care hospital serv-
ices during the year.’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to services
furnished on or after October 1, 1995.
SEC. 15608. ENSURING PAYMENT FOR PHYSICIAN

AND NURSE FOR JOINTLY FUR-
NISHED ANESTHESIA SERVICES.

(a) PAYMENT FOR JOINTLY FURNISHED SIN-
GLE CASE.—

(1) PAYMENT TO PHYSICIAN.—Section
1848(a)(4) (42 U.S.C. 1395w@4(a)(4)) is amended
by adding at the end the following new sub-
paragraph:

‘‘(C) PAYMENT FOR SINGLE CASE.—Notwith-
standing section 1862(a)(1)(A), with respect to
physicians’ services consisting of the fur-
nishing of anesthesia services for a single
case that are furnished jointly with a cer-
tified registered nurse anesthetist, if the car-
rier determines that the use of both the phy-
sician and the nurse anesthetist to furnish
the anesthesia service was not medically
necessary, the fee schedule amount for the
physicians’ services shall be equal to 50 per-
cent (or 55 percent, in the case of services
furnished during 1996 or 1997) of the fee
schedule amount applicable under this sec-
tion for anesthesia services personally per-
formed by the physician alone (without re-
gard to this subparagraph). Nothing in this
subparagraph may be construed to affect the
application of any provision of law regarding
balance billing.’’.

(2) PAYMENT TO CRNA.—Section 1833(l)(4)(B)
(42 U.S.C. 1395l(l)(4)(B)) is amended by adding
at the end the following new clause:

‘‘(iv) Notwithstanding section 1862(a)(1)(A),
in the case of services of a certified reg-
istered nurse anesthetist consisting of the
furnishing of anesthesia services for a single
case that are furnished jointly with a physi-
cian, if the carrier determines that the use of
both the physician and the nurse anesthetist
to furnish the anesthesia service was not
medically necessary, the fee schedule
amount for the services furnished by the cer-
tified registered nurse anesthetist shall be
equal to 50 percent (or 40 percent, in the case
of services furnished during 1996 or 1997) of
the fee schedule amount applicable under
section 1848 for anesthesia services person-
ally performed by the physician alone (with-
out regard to this clause).’’.

(b) EFFECTIVE DATE.—The amendments
made by subsections (a) shall apply to serv-
ices furnished on or after July 1, 1996.
SEC. 15609. STATEWIDE FEE SCHEDULE AREA

FOR PHYSICIANS’ SERVICES.
(a) IN GENERAL.—Notwithstanding section

1848(j)(2) of the Social Security Act, in the
case of the State of Wisconsin, the Secretary
of Health and Human Services shall treat the
State as a single fee schedule area for pur-
poses of determining the fee schedule
amount (as referred to in section 1848(a) of
such Act) for physicians’ services (as defined
in section 1848(j)(3) of such Act) under part B
of the medicare program.

(b) BUDGET-NEUTRALITY.—Notwithstanding
any provision of part B of title XVIII of the
Social Security Act, the Secretary shall
carry out subsection (a) in a manner that en-
sures that total payments for physicians’
services (as so defined) furnished by physi-
cians in Wisconsin during a year are not
greater or less than total payments for such
services would have been but for this section.

(c) CONSTRUCTION.—Nothing in this section
shall be construed as limiting the availabil-

ity (to the Secretary, the appropriate agency
or organization with a contract under sec-
tion 1842 of such Act, or physicians in the
State of Wisconsin) of otherwise applicable
administrative procedures for modifying the
fee schedule area or areas in the State after
implementation of subsection (a).

(d) EFFECTIVE DATE.—This section shall
apply with respect to physicians’ services
furnished on or after January 1, 1997.
SEC. 15609A. ESTABLISHMENT OF FEE SCHEDULE

FOR AMBULANCE SERVICES.
(a) PAYMENT IN ACCORDANCE WITH FEE

SCHEDULE.—Section 1833(a)(1) (42 U.S.C.
1395l(a)(1)) is amended—

(1) by striking ‘‘and (P)’’ and inserting
‘‘(P)’’; and

(2) by striking the semicolon at the end
and inserting the following: ‘‘, and (Q) with
respect to ambulance service, the amounts
paid shall be 80 percent of the lesser of the
actual charge for the services or the amount
determined by a fee schedule established by
the Secretary for the purposes of this sub-
paragraph (in accordance with section
15608(b) of the Medicare Preservation Act);’’.

(b) REQUIREMENTS FOR ESTABLISHMENT OF
FEE SCHEDULE.—

(1) IN GENERAL.—The Secretary of Health
and Human Services shall establish the fee
schedule for ambulance services under sec-
tion 1833(a)(1)(Q) of the Social Security Act
(as added by subsection (a)) through a nego-
tiated rulemaking process described in title
5, United States Code, and in accordance
with the requirements of this subsection.

(2) CONSIDERATIONS.—In establishing the
fee schedule for ambulance services, the Sec-
retary shall—

(A) establish mechanisms to control in-
creases in expenditures for ambulance serv-
ices under part B of the medicare program
which fairly reflect the changing nature of
the ambulance service industry;

(B) establish definitions for ambulance
services which promote efficiency and link
payments (including fees for assessment and
treatment services) to the type of service
provided;

(C) take into account regional differences
which affect cost and productivity, including
differences in the costs of resources and the
costs of uncompensated care;

(D) apply dynamic adjustments to payment
rates to account for inflation, demographic
changes in the population of medicare bene-
ficiaries, and changes in the number of pro-
viders of ambulance services participating in
the medicare program; and

(E) phase in the application of the payment
rates under the fee schedule in an efficient
and fair manner.

(3) SAVINGS.—In establishing the fee sched-
ule for ambulance services, the Secretary
shall—

(A) ensure that the aggregate amount of
payments made for ambulance services
under part B of the medicare program during
1998 does not exceed the aggregate amount of
payments which would have been made for
such services under part B of the program
during 1998 if the amendments made by this
section were not in effect; and

(B) set the payment amounts provided
under the fee schedule for services furnished
in 1999 and each subsequent year at amounts
equal to the payment amounts under the fee
schedule for service furnished during the pre-
vious year, increased by the percentage in-
crease in the consumer price index for all
urban consumers (U.S. city average) for the
12-month period ending with June of the pre-
vious year.

(4) CONSULTATION.—In establishing the fee
schedule for ambulance services, the Sec-
retary shall consult regularly with the
American Ambulance Association, the Na-
tional Association of State Medical Direc-

tors, and other national organizations rep-
resenting individuals and entities who fur-
nish or regulate ambulance services, and
shall share with such associations and orga-
nizations the data and data analysis used in
establishing the fee schedule, including data
on variations in payments for ambulance
services under part B of the medicare pro-
gram for years prior to 1998 among geo-
graphic areas and types of ambulance service
providers.

(c) EFFECTIVE DATE.—The amendment
made by subsection (a) and the fee schedule
described in subsection (b) shall apply to am-
bulance services furnished on or after Janu-
ary 1, 1998.
SEC. 15609B. STANDARDS FOR PHYSICAL THER-

APY SERVICES FURNISHED BY PHY-
SICIANS.

(a) APPLICATION OF STANDARDS FOR OTHER
PROVIDERS OF PHYSICAL THERAPY SERVICES
TO SERVICES FURNISHED BY PHYSICIANS.—øRe-
view for previous (and subsequent) amend-
ments!¿ Section 1862(a) (42 U.S.C. 1395y(a)), as
amended by sectio 15525(a)(2), is amended

(1) by striking ‘‘or’’ at the end of paragraph
(15);

(2) by striking the period at the end of
paragraph (16) and inserting ‘‘; or’’; and

(3) by inserting after paragraph (16) the fol-
lowing new paragraph:

‘‘(17) in the case of physicians’ services
under section 1848(j)(3) consisting of out-
patient physical therapy services or out-
patient occupational therapy services, which
are furnished by a physician who does not
meet the requirements applicable under sec-
tion 1861(p) to a clinic or rehabilitation agen-
cy furnishing such services.’’.

(b) CONFORMING AMENDMENT.—Section
1848(j)(3) (42 U.S.C. 1395w@4(j)(3)) is amended
by inserting ‘‘(subject to section 1862(a)(17))’’
after ‘‘(2)(D)’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to services
furnished on or after January 1, 1996.

PART 2—PART B PREMIUM
SEC. 15611. EXTENSION OF PART B PREMIUM.

(a) IN GENERAL.—Section 1839(e)(1) (42
U.S.C. 1395r(e)(1)) is amended—

(1) in subparagraph (A)—
(A) by striking ‘‘and prior to January

1999’’, and
(B) by inserting ‘‘(or, if higher, the percent

described in subparagraph (C))’’ after ‘‘50 per-
cent’’; and

(2) by adding at the end the following new
subparagraph:

‘‘(C) For purposes of subparagraph (A), the
percent described in this subparagraph is the
ratio (expressed as a percentage) of the
monthly premium established under this sec-
tion for months in 1995 to the monthly actu-
arial rate for enrollees age 65 and over appli-
cable to such months (as specified in the
most recent report of the Board of Trustees
of the Federal Supplementary Medical Insur-
ance Trust Fund published prior to the date
of the enactment of the Medicare Preserva-
tion Act of 1995).’’.

(b) EFFECTIVE DATE.—The amendments
made by subsection (a) apply to premiums
for months beginning with January 1996.
SEC. 15612. INCOME-RELATED REDUCTION IN

MEDICARE SUBSIDY.
(a) IN GENERAL.—Section 1839 (42 U.S.C.

1395r) is amended by adding at the end the
following:

‘‘(h)(1) Notwithstanding the previous sub-
sections of this section, in the case of an in-
dividual whose modified adjusted gross in-
come for a taxable year ending with or with-
in a calendar year (as initially determined
by the Secretary in accordance with para-
graph (3)) exceeds the threshold amount de-
scribed in paragraph (5)(B), the Secretary
shall increase the amount of the monthly
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premium for months in the calendar year by
an amount equal to the difference between—

‘‘(A) 200 percent of the monthly actuarial
rate for enrollees age 65 and over as deter-
mined under subsection (a)(1) for that cal-
endar year; and

‘‘(B) the total of the monthly premiums
paid by the individual under this section (de-
termined without regard to subsection (b))
during such calendar year.

‘‘(2) In the case of an individual described
in paragraph (1) whose modified adjusted
gross income exceeds the threshold amount
by less than $25,000, the amount of the in-
crease in the monthly premium applicable
under paragraph (1) shall be an amount
which bears the same ratio to the amount of
the increase described in paragraph (1) (de-
termined without regard to this paragraph)
as such excess bears to $25,000. In the case of
a joint return filed under section 6013 of the
Internal Revenue Code of 1986 by spouses
both of whom are enrolled under this part,
the previous sentence shall be applied by
substituting ‘$50,000’ for ‘$25,000’. The preced-
ing provisions of this paragraph shall not
apply to any individual whose threshold
amount is zero.

‘‘(3) The Secretary shall make an initial
determination of the amount of an individ-
ual’s modified adjusted gross income for a
taxable year ending with or within a cal-
endar year for purposes of this subsection as
follows:

‘‘(A) Not later than October 1 of the year
preceding the year, the Secretary shall pro-
vide notice to each individual whom the Sec-
retary finds (on the basis of the individual’s
actual modified adjusted gross income for
the most recent taxable year for which such
information is available or other informa-
tion provided to the Secretary by the Sec-
retary of the Treasury) will be subject to an
increase under this subsection that the indi-
vidual will be subject to such an increase,
and shall include in such notice the Sec-
retary’s estimate of the individual’s modi-
fied adjusted gross income for the year.

‘‘(B) If, during the 30-day period beginning
on the date notice is provided to an individ-
ual under subparagraph (A), the individual
provides the Secretary with information on
the individual’s anticipated modified ad-
justed gross income for the year, the amount
initially determined by the Secretary under
this paragraph with respect to the individual
shall be based on the information provided
by the individual.

‘‘(C) If an individual does not provide the
Secretary with information under subpara-
graph (B), the amount initially determined
by the Secretary under this paragraph with
respect to the individual shall be the amount
included in the notice provided to the indi-
vidual under subparagraph (A).

‘‘(4)(A) If the Secretary determines (on the
basis of final information provided by the
Secretary of the Treasury) that the amount
of an individual’s actual modified adjusted
gross income for a taxable year ending with
or within a calendar year is less than or
greater than the amount initially deter-
mined by the Secretary under paragraph (3),
the Secretary shall increase or decrease the
amount of the individual’s monthly premium
under this section (as the case may be) for
months during the following calendar year
by an amount equal to 1⁄12 of the difference
between—

‘‘(i) the total amount of all monthly pre-
miums paid by the individual under this sec-
tion during the previous calendar year; and

‘‘(ii) the total amount of all such pre-
miums which would have been paid by the
individual during the previous calendar year
if the amount of the individual’s modified
adjusted gross income initially determined
under paragraph (3) were equal to the actual

amount of the individual’s modified adjusted
gross income determined under this para-
graph.

‘‘(B) In the case of an individual who is not
enrolled under this part for any calendar
year for which the individual’s monthly pre-
mium under this section for months during
the year would be increased pursuant to sub-
paragraph (A) if the individual were enrolled
under this part for the year, the Secretary
may take such steps as the Secretary consid-
ers appropriate to recover from the individ-
ual the total amount by which the individ-
ual’s monthly premium for months during
the year would have been increased under
subparagraph (A) if the individual were en-
rolled under this part for the year.

‘‘(C) In the case of a deceased individual for
whom the amount of the monthly premium
under this section for months in a year
would have been decreased pursuant to sub-
paragraph (A) if the individual were not de-
ceased, the Secretary shall make a payment
to the individual’s surviving spouse (or, in
the case of an individual who does not have
a surviving spouse, to the individual’s es-
tate) in an amount equal to the difference
between—

‘‘(i) the total amount by which the individ-
ual’s premium would have been decreased for
all months during the year pursuant to sub-
paragraph (A); and

‘‘(ii) the amount (if any) by which the indi-
vidual’s premium was decreased for months
during the year pursuant to subparagraph
(A).

‘‘(5) In this subsection, the following defi-
nitions apply:

‘‘(A) The term ‘modified adjusted gross in-
come’ means adjusted gross income (as de-
fined in section 62 of the Internal Revenue
Code of 1986)—

‘‘(i) determined without regard to sections
135, 911, 931, and 933 of such Code, and

‘‘(ii) increased by the amount of interest
received or accrued by the taxpayer during
the taxable year which is exempt from tax
under such Code.

‘‘(B) The term ‘threshold amount’ means—
‘‘(i) except as otherwise provided in this

paragraph, $75,000,
‘‘(ii) $125,000, in the case of a joint return

(as defined in section 7701(a)(38) of such
Code), and

‘‘(iii) zero in the case of a taxpayer who—
‘‘(I) is married at the close of the taxable

year but does not file a joint return (as so
defined) for such year, and

‘‘(II) does not live apart from his spouse at
all times during the taxable year.’’.

(b) CONFORMING AMENDMENT.—Section
1839(f) (42 U.S.C. 1395r(f)) is amended by
striking ‘‘if an individual’’ and inserting the
following: ‘‘if an individual (other than an
individual subject to an increase in the
monthly premium under this section pursu-
ant to subsection (h))’’.

(c) REPORTING REQUIREMENTS FOR SEC-
RETARY OF THE TREASURY.—

(1) IN GENERAL.—Subsection (l) of section
6103 of the Internal Revenue Code of 1986 (re-
lating to confidentiality and disclosure of re-
turns and return information) is amended by
adding at the end the following new para-
graph:

‘‘(15) DISCLOSURE OF RETURN INFORMATION
TO CARRY OUT INCOME-RELATED REDUCTION IN
MEDICARE PART B PREMIUM.—

‘‘(A) IN GENERAL.—The Secretary may,
upon written request from the Secretary of
Health and Human Services, disclose to offi-
cers and employees of the Health Care Fi-
nancing Administration return information
with respect to a taxpayer who is required to
pay a monthly premium under section 1839 of
the Social Security Act. Such return infor-
mation shall be limited to—

‘‘(i) taxpayer identity information with re-
spect to such taxpayer,

‘‘(ii) the filing status of such taxpayer,
‘‘(iii) the adjusted gross income of such

taxpayer,
‘‘(iv) the amounts excluded from such tax-

payer’s gross income under sections 135 and
911,

‘‘(v) the interest received or accrued during
the taxable year which is exempt from the
tax imposed by chapter 1 to the extent such
information is available, and

‘‘(vi) the amounts excluded from such tax-
payer’s gross income by sections 931 and 933
to the extent such information is available.

‘‘(B) RESTRICTION ON USE OF DISCLOSED IN-
FORMATION.—Return information disclosed
under subparagraph (A) may be used by offi-
cers and employees of the Health Care Fi-
nancing Administration only for the pur-
poses of, and to the extent necessary in, es-
tablishing the appropriate monthly premium
under section 1839 of the Social Security
Act.’’

(2) CONFORMING AMENDMENT.—Paragraphs
(3)(A) and (4) of section 6103(p) of such Code
are each amended by striking ‘‘or (14)’’ each
place it appears and inserting ‘‘(14), or (15)’’.

(d) EFFECTIVE DATE.—The amendments
made by subsections (a) and (b) shall apply
to the monthly premium under section 1839
of the Social Security Act for months begin-
ning with January 1997.

PART 3—ADMINISTRATION AND BILLING
OF LABORATORY SERVICES

SEC. 15621. ADMINISTRATIVE SIMPLIFICATION
FOR LABORATORY SERVICES.

(a) IN GENERAL.—Not later than 1 year
after the date of the enactment of this Act,
the Secretary of Health and Human Services
(in accordance with the process described in
subsection (b)) shall adopt uniform coverage,
administration, and payment policies for
clinical diagnostic laboratory tests under
part B of the medicare program.

(b) PROCESS FOR ADOPTION OF POLICIES.—
The Secretary shall adopt uniform policies
under subsection (a) in accordance with the
following process:

(1) The Secretary shall select from carriers
with whom the Secretary has a contract
under part B during 1995 15 medical direc-
tors, who will meet and develop rec-
ommendations for such uniform policies. The
medical directors selected shall represent
various geographic areas and have a varied
range of experience in relevant medical
fields, including pathology and clinical lab-
oratory practice.

(2) The medical directors selected under
paragraph (1) shall consult with independent
experts in each major discipline of clinical
laboratory medicine, including clinical lab-
oratory personnel, bioanalysts, pathologists,
and practicing physicians. The medical di-
rectors shall also solicit comments from
other individuals and groups who wish to
participate, including consumers and other
affected parties. This process shall be con-
ducted as a negotiated rulemaking under
title 5, United States Code.

(3) Under the negotiated rulemaking, the
recommendations for uniform policies shall
be designed to simplify and reduce unneces-
sary administrative burdens in connection
with the following:

(A) Beneficiary information required to be
submitted with each claim.

(B) Physicians’ obligations regarding docu-
mentation requirements and recordkeeping.

(C) Procedures for filing claims and for
providing remittances by electronic media.

(D) The performance of post-payment re-
view of test claims.

(E) The prohibition of the documentation
of medical necessity except when determined
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to be appropriate after identification of aber-
rant utilization pattern through focused
medical review.

(F) Beneficiary responsibility for payment.
(4) During the pendency of the adoption by

the Secretary of the uniform policies, fiscal
intermediaries and carriers under the medi-
care program may not implement any new
requirement relating to the submission of a
claim for clinical diagnostic laboratory tests
retroactive to January 1, 1995, and carriers
may not initiate any new coverage, adminis-
trative, or payment policy unless the policy
promotes the goal of administrative sim-
plification of requirements imposed on clini-
cal laboratories in accordance with the Sec-
retary’s promulgation of the negotiated rule-
making.

(5) Not later than 6 months after the date
of the enactment of this Act, the medical di-
rectors shall submit their recommendations
to the Secretary, and the Secretary shall
publish the recommendations and solicit
public comment using negotiated rule-
making in accordance with title 5, United
States Code. The Secretary shall publish
final uniform policies for coverage, adminis-
tration, and payment of claims for clinical
diagnostic laboratory tests, effective after
the expiration of the 180-day period which
begins on the date of publication.

(6) After the publication of the final uni-
form policies, the Secretary shall implement
identical uniform documentation and proc-
essing policies for all clinical diagnostic lab-
oratory tests paid under the medicare pro-
gram through fiscal intermediaries or car-
riers.

(c) OPTIONAL SELECTION OF SINGLE CAR-
RIER.—Effective for claims submitted after
the expiration of the 90-day period which be-
gins on the date of the enactment of this
Act, an independent laboratory may select a
single carrier for the processing of all of its
claims for payment under part B of the medi-
care program, without regard to the location
where the laboratory or the patient or pro-
vider involved resides or conducts business.
Such election of a single carrier shall be
made by the clinical laboratory and an
agreement made between the carrier and the
laboratory shall be forwarded to the Sec-
retary of Health and Human Services. Noth-
ing in this subsection shall be construed to
require a laboratory to select a single carrier
under this subsection.
SEC. 15622. RESTRICTIONS ON DIRECT BILLING

FOR LABORATORY SERVICES.
(a) REQUIREMENT FOR DIRECT BILLING.—

Section 1833(h) (42 U.S.C. 1395l(h)) is amended
by adding at the end the following new para-
graph:

‘‘(7)(A) Effective for services furnished on
or October 1, 1996, an individual or entity
that performs clinical laboratory diagnostic
tests shall not present or cause to be pre-
sented a claim, bill, or demand for payment
to any person, other than the individual re-
ceiving such services or the health plan des-
ignated by such person, except that (i) in the
case of a test performed by one laboratory at
the request of another laboratory, which
meets the requirements of clause (i), (ii), or
(iii) of paragraph (5)(A), payment may be
made to the requesting laboratory, and (ii)
the Secretary may by regulation establish
appropriate exceptions to the requirement of
this subparagraph.

‘‘(B)(i) Any person that collects any
amounts that were billed in violation of
paragraph (7)(A) above shall be liable for
such amounts to the person from whom such
amounts were collected.

‘‘(ii) Any person that furnishes clinical lab-
oratory services for which payment is made
under paragraph (1)(D)(i) or paragraph
(2)(D)(i) that knowingly violates subpara-
graph (A) is subject to a civil money penalty

of not more than $10,000 for each such viola-
tion. The provisions of section 1128A (other
than subsections (a) and (b)) shall apply to a
civil money penalty under this paragraph in
the same manner as such provisions apply
with respect to a penalty or proceeding
under section 1128A(a).

‘‘(iii)(I) Any individual or entity that the
Secretary determines has repeatedly vio-
lated subparagraph (A) may be excluded
from participation in any Federal health
care program . The provisions of section
1128A (other than subsections (a) and (b))
shall apply to an exclusion under this para-
graph in the same manner as such provisions
apply with respect to a penalty or proceeding
under section 1128A(a).

‘‘(II) The provisions of section 1128(e) of the
Social Security Act shall apply to any exclu-
sion under clause (iii)(I) in the same manner
as such provisions apply to a proceeding
under section 1128.

‘‘(iv) If the Secretary finds, after a reason-
able notice and opportunity for a hearing,
that a laboratory which holds a certificate
pursuant to section 353 of the Public Health
Service Act has on a repeated basis violated
subparagraph (A), the Secretary may sus-
pend, revoke, or limit such certification in
accordance with the procedures established
in section 353(k) of Public Health Service
Act.

‘‘(C) For purposes of this paragraph, the
following definitions shall apply:

‘‘(i) The term ‘Federal health care pro-
gram’ means—

‘‘(I) any plan or program that provides
health benefits, whether directly, through
insurance, or otherwise, which is funded, in
whole or in part, by the United States Gov-
ernment; or

‘‘(II) any State health care program, as de-
fined in section 1128(h).

‘‘(ii) The term ‘health plan’ means any hos-
pital or medical service policy or certificate,
hospital or medical service plan contract, or
health maintenance organization contract
offered by an insurer, except that such term
does not include any of the following:

‘‘(I) Coverage only for accident, dental, vi-
sion, disability income, or long-term care in-
surance, or any combination thereof.

‘‘(II) Medicare supplemental health insur-
ance.

‘‘(III) Coverage issued as a supplement to
liability insurance.

‘‘(IV) Liability insurance, including gen-
eral liability insurance and automobile li-
ability insurance.

‘‘(V) Worker’s compensation or similar in-
surance.

‘‘(VI) Automobile medical-payment insur-
ance.

‘‘(VII) Coverage for a specified disease or
illness.

‘‘(VIII) A hospital or fixed indemnity pol-
icy.

(b) LOOK BACK PROVISIONS TO ASSURE SAV-
INGS.—

(1) IN GENERAL.—Section 1833(h)(4)(B) (42
U.S.C. 1395l(h)(4)(B)), as amended by section
15604(b), is amended—

(A) in clause (vii), by striking ‘‘and’’ at the
end;

(B) in clause (viii)—
(i) by inserting ‘‘and before January 1,

2000,’’ after ‘‘1996,’’, and
(ii) by striking the period at the end and

inserting ‘‘, and’’; and
(C) by adding at the end the following new

clause:
‘‘(ix) after December 31, 1999, is equal to

such percentage of such median as the Sec-
retary establishes under paragraph (8)(B), or,
if the Secretary does not act under para-
graph (8)(B), is equal to 65 percent of such
median.’’.

(2) PROCESS FOR REDUCTIONS.—Section
1833(h) (42 U.S.C. 1395l(h)), as amended by
subsection (a), is amended by adding at the
end the following new paragraph:

‘‘(8)(A) On July 31, 1999, the Secretary shall
estimate—

‘‘(i) the amount of expenditures under this
section for clinical diagnostic laboratory
tests which will be made in the period from
January 1, 1997, through September 30, 2002,
and

‘‘(ii) the amount of expenditures which
would have been made under this section for
clinical diagnostic laboratory tests in the
period from January 1, 997, through Septem-
ber 30, 2002, if paragraph (7) had not been en-
acted.

‘‘(B) If the amount estimated under sub-
paragraph (A)(i) is greater than 97 percent of
the amount estimated under subparagraph
(A)(ii), the Secretary shall establish a limi-
tation amount under paragraph (4)(B)(ix)
such that, when such limitation amount is
considered, the amount estimated under sub-
paragraph (A)(i) is 97 percent of the amount
estimated under subparagraph (A)(ii).

‘‘(C) The Director of the Congressional
Budget Office (hereafter in this subpara-
graph referred to as the ‘Director’) shall—

‘‘(i) independently estimate the amounts
specified in subparagraph (A) and compute
any limitation amount required under sub-
paragraph (B), and

‘‘(ii) submit a report on such estimates and
computation to Congress not later than Au-
gust 31, 1999.
The Secretary shall provide the Director
with such data as the Director reasonably re-
quires to prepare such estimates and com-
putation.’’.

PART 4—QUALITY STANDARDS FOR
DURABLE MEDICAL EQUIPMENT

SEC. 15631. RECOMMENDATIONS FOR QUALITY
STANDARDS FOR DURABLE MEDI-
CARE EQUIPMENT.

(a) APPOINTMENT OF TASK FORCE BY SEC-
RETARY.—

(1) IN GENERAL.—The Secretary of Health
and Human Services shall establish a broad-
ly based task force to develop recommenda-
tions for quality standards for durable medi-
cal equipment under part B of the medicare
program.

(2) COMPOSITION.—The task force shall in-
clude individuals selected by the Secretary
from representatives of suppliers of items of
durable medical equipment under part B,
consumers, and other users of such equip-
ment. In appointing members, the Secretary
shall assure representation from various geo-
graphic regions of the United States.

(3) NO COMPENSATION FOR SERVICE.—Mem-
bers of the task force shall not receive any
compensation for service on the task force.

(4) TERMINATION.—The task force shall ter-
minate 30 days after it submits the report
described in subsection (b).

(b) REPORT.—Not later than 1 year after
the date of the enactment of this Act, the
task force established under subsection (a)
shall submit to the Secretary its rec-
ommendations for quality standards for du-
rable medicare equipment under part B of
the medicare program.
Subtitle H—Provisions Relating to Medicare

Parts A and B
PART 1—PAYMENTS FOR HOME HEALTH

SERVICES
SEC. 15701. PAYMENT FOR HOME HEALTH SERV-

ICES.
(a) IN GENERAL.—Title XVIII (42 U.S.C. 1395

et seq.), as amended by section 15106, is
amended by adding at the end the following
new section:

‘‘PAYMENT FOR HOME HEALTH SERVICES

‘‘SEC. 1894. (a) IN GENERAL.—
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‘‘(1) PER VISIT PAYMENTS.—Subject to sub-

section (c), the Secretary shall make per
visit payments beginning with fiscal year
1997 to a home health agency in accordance
with this section for each type of home
health service described in paragraph (2) fur-
nished to an individual who at the time the
service is furnished is under a plan of care by
the home health agency under this title
(without regard to whether or not the item
or service was furnished by the agency or by
others under arrangement with them made
by the agency, or otherwise).

‘‘(2) TYPES OF SERVICES.—The types of
home health services described in this para-
graph are the following:

‘‘(A) Part-time or intermittent nursing
care provided by or under the supervision of
a registered professional nurse.

‘‘(B) Physical therapy.
‘‘(C) Occupational therapy.
‘‘(D) Speech-language pathology services.
‘‘(E) Medical social services under the di-

rection of a physician.
‘‘(F) To the extent permitted in regula-

tions, part-time or intermittent services of a
home health aide who has successfully com-
pleted a training program approved by the
Secretary.

‘‘(b) ESTABLISHMENT OF PER VISIT RATE
FOR EACH TYPE OF SERVICES.—

‘‘(1) IN GENERAL.—The Secretary shall, sub-
ject to paragraph (3), establish a per visit
payment rate for a home health agency in an
area for each type of home health service de-
scribed in subsection (a)(2). Such rate shall
be equal to the national per visit payment
rate determined under paragraph (2) for each
such type, except that the labor-related por-
tion of such rate shall be adjusted by the
area wage index applicable under section
1886(d)(3)(E) for the area in which the agency
is located (as determined without regard to
any reclassification of the area under section
1886(d)(8)(B) or a decision of the Medicare Ge-
ographic Classification Review Board or the
Secretary under section 1886(d)(10) for cost
reporting periods beginning after October 1,
1995).

‘‘(2) NATIONAL PER VISIT PAYMENT RATE.—
The national per visit payment rate for each
type of service described in subsection
(a)(2)—

‘‘(A) for fiscal year 1997, is an amount
equal to the national average amount paid
per visit under this title to home health
agencies for such type of service during the
most recent 12-month cost reporting period
ending on or before June 30, 1994, increased
(in a compounded manner) by the home
health market basket percentage increase
for fiscal years 1995, 1996, and 1997; and

‘‘(B) for each subsequent fiscal year, is an
amount equal to the national per visit pay-
ment rate in effect for the preceding fiscal
year, increased by the home health market
basket percentage increase for such subse-
quent fiscal year minus 2 percentage points.

‘‘(3) REBASING OF RATES.—The Secretary
shall provide for an update to the national
per visit payment rates under this sub-
section for cost reporting periods beginning
not later than the first day of the fifth fiscal
year which begins after fiscal year 1997, and
not later than every 5 years thereafter, to re-
flect the most recent available data.

‘‘(4) HOME HEALTH MARKET BASKET PER-
CENTAGE INCREASE.—For purposes of this sub-
section, the term ‘home health market bas-
ket percentage increase’ means, with respect
to a fiscal year, a percentage (estimated by
the Secretary before the beginning of the fis-
cal year) determined and applied with re-
spect to the types of home health services
described in subsection (a)(2) in the same
manner as the market basket percentage in-
crease under section 1886(b)(3)(B)(iii) is de-

termined and applied to inpatient hospital
services for the fiscal year.

‘‘(c) PER EPISODE LIMIT.—
‘‘(1) AGGREGATE LIMIT.—
‘‘(A) IN GENERAL.—Except as provided in

paragraph (2), a home health agency may not
receive aggregate per visit payments under
subsection (a) for a fiscal year in excess of an
amount equal to the sum of the following
products determined for each case-mix cat-
egory for which the agency receives pay-
ments:

‘‘(i) The number of episodes of each case-
mix category during the fiscal year; multi-
plied by

‘‘(ii) the per episode limit determined for
such case-mix category for such fiscal year.

‘‘(B) ESTABLISHMENT OF PER EPISODE LIM-
ITS.—

‘‘(i) IN GENERAL.—The per episode limit for
a fiscal year for any case-mix category for
the area in which a home health agency is
located is equal to—

‘‘(I) the mean number of visits for each
type of home health service described in sub-
section (a)(2) furnished during an episode of
such case-mix category in such area during
fiscal year 1994, adjusted by the case-mix ad-
justment factor determined in clause (ii) for
the fiscal year involved; multiplied by

‘‘(II) the per visit payment rate established
under subsection (b) for such type of home
health service for the fiscal year for which
the determination is being made.

‘‘(ii) CASE MIX ADJUSTMENT FACTOR.—For
purposes of clause (i), the case-mix adjust-
ment factor for a year is the factor deter-
mined by the Secretary to assure that aggre-
gate payments for home health services
under this section during the year will not
exceed the payment for such services during
the previous year as a result of changes in
the number and type of home health visits
within case-mix categories over the previous
year.

‘‘(iii) REBASING OF PER EPISODE AMOUNTS.—
Beginning with fiscal year 1999 and every 2
years thereafter, the Secretary shall revise
the mean number of home health visits de-
termined under clause (i)(I) for each type of
home health service visit described in sub-
section (a)(2) furnished during an episode in
a case-mix category to reflect the most re-
cently available data on the number of vis-
its.

‘‘(iv) DETERMINATION OF APPLICABLE
AREA.—For purposes of determining per epi-
sode limits under this subparagraph, the
area in which a home health agency is con-
sidered to be located shall be such area as
the Secretary finds appropriate for purposes
of this subparagraph.

‘‘(C) CASE-MIX CATEGORY.—For purposes of
this paragraph, the term ‘case-mix category’
means each of the 18 case-mix categories es-
tablished under the Phase II Home Health
Agency Prospective Payment Demonstration
Project conducted by the Health Care Fi-
nancing Administration. The Secretary may
develop an alternate methodology for deter-
mining case-mix categories.

‘‘(D) EPISODE.—
‘‘(i) IN GENERAL.—For purposes of this

paragraph, the term ‘episode’ means the con-
tinuous 120-day period that—

‘‘(I) begins on the date of an individual’s
first visit for a type of home health service
described in subsection (a)(2) for a case-mix
category, and

‘‘(II) is immediately preceded by a 60-day
period in which the individual did not re-
ceive visits for a type of home health service
described in subsection (a)(2).

‘‘(ii) TREATMENT OF EPISODES SPANNING
COST REPORTING PERIODS.—The Secretary
shall provide for such rules as the Secretary
considers appropriate regarding the treat-
ment of episodes under this paragraph which

begin during a cost reporting period and end
in a subsequent cost reporting period.

‘‘(E) EXEMPTIONS AND EXCEPTIONS.—The
Secretary may provide for exemptions and
exceptions to the limits established under
this paragraph for a fiscal year as the Sec-
retary deems appropriate, to the extent such
exemptions and exceptions do not result in
greater payments under this section than
the exemptions and exceptions provided
under section 1861(v)(1)(L)(ii) in fiscal year
1994, increased by the home health market
basket percentage increase for the fiscal
year involved (as defined in subsection
(b)(4)).

‘‘(2) RECONCILIATION OF AMOUNTS.—
‘‘(A) OVERPAYMENTS TO HOME HEALTH AGEN-

CIES.—Subject to subparagraph (B), if a home
health agency has received aggregate per
visit payments under subsection (a) for a fis-
cal year in excess of the amount determined
under paragraph (1) with respect to such
home health agency for such fiscal year, the
Secretary shall reduce payments under this
section to the home health agency in the fol-
lowing fiscal year in such manner as the Sec-
retary considers appropriate (including on an
installment basis) to recapture the amount
of such excess.

‘‘(B) EXCEPTION FOR HOME HEALTH SERVICES
FURNISHED OVER A PERIOD GREATER THAN 165
DAYS.—

‘‘(i) IN GENERAL.—For purposes of subpara-
graph (A), the amount of aggregate per visit
payments determined under subsection (a)
shall not include payments for home health
visits furnished to an individual on or after
a continuous period of more than 165 days
after an individual begins an episode de-
scribed in subsection (c)(1)(D) (if such period
is not interrupted by the beginning of a new
episode).

‘‘(ii) REQUIREMENT OF CERTIFICATION.—
Clause (i) shall not apply if the agency has
not obtained a physician’s certification with
respect to the individual requiring such vis-
its that includes a statement that the indi-
vidual requires such continued visits, the
reason for the need for such visits, and a de-
scription of such services furnished during
such visits.

‘‘(C) SHARE OF SAVINGS.—
‘‘(i) BONUS PAYMENTS.—If a home health

agency has received aggregate per visit pay-
ments under subsection (a) for a fiscal year
in an amount less than the amount deter-
mined under paragraph (1) with respect to
such home health agency for such fiscal
year, the Secretary shall pay such home
health agency a bonus payment equal to 50
percent of the difference between such
amounts in the following fiscal year, except
that the bonus payment may not exceed 5
percent of the aggregate per visit payments
made to the agency for the year.

‘‘(ii) INSTALLMENT BONUS PAYMENTS.—The
Secretary may make installment payments
during a fiscal year to a home health agency
based on the estimated bonus payment that
the agency would be eligible to receive with
respect to such fiscal year.

‘‘(d) MEDICAL REVIEW PROCESS.—The Sec-
retary shall implement a medical review
process (with a particular emphasis on fiscal
years 1997 and 1998) for the system of pay-
ments described in this section that shall
provide an assessment of the pattern of care
furnished to individuals receiving home
health services for which payments are made
under this section to ensure that such indi-
viduals receive appropriate home health
services. Such review process shall focus on
low-cost cases described in subsection (e)(3)
and cases described in subsection (c)(2)(B)
and shall require recertification by
intermediaries at 30, 60, 90, 120, and 165 days
into an episode described in subsection
(c)(1)(D).
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‘‘(e) ADJUSTMENT OF PAYMENTS TO AVOID

CIRCUMVENTION OF LIMITS.—
‘‘(1) IN GENERAL.—The Secretary shall pro-

vide for appropriate adjustments to pay-
ments to home health agencies under this
section to ensure that agencies do not cir-
cumvent the purpose of this section by—

‘‘(A) discharging patients to another home
health agency or similar provider;

‘‘(B) altering corporate structure or name
to avoid being subject to this section or for
the purpose of increasing payments under
this title; or

‘‘(C) undertaking other actions considered
unnecessary for effective patient care and in-
tended to achieve maximum payments under
this title.

‘‘(2) TRACKING OF PATIENTS THAT SWITCH
HOME HEALTH AGENCIES DURING EPISODE.—

‘‘(A) DEVELOPMENT OF SYSTEM.—The Sec-
retary shall develop a system that tracks
home health patients that receive home
health services described in subsection (a)(2)
from more than 1 home health agency during
an episode described in subsection (c)(1)(D).

‘‘(B) ADJUSTMENT OF PAYMENTS.—The Sec-
retary shall adjust payments under this sec-
tion to each home health agency that fur-
nishes an individual with a type of home
health service described in subsection (a)(2)
to ensure that aggregate payments on behalf
of such individual during such episode do not
exceed the amount that would be paid under
this section if the individual received such
services from a single home health agency.

‘‘(3) LOW-COST CASES.—The Secretary shall
develop a system designed to adjust pay-
ments to a home health agency for a fiscal
year to eliminate any increase in growth of
the percentage of low-cost episodes for which
home health services are furnished by the
agency over such percentage determined for
the agency for the 12-month cost reporting
period ending on June 30, 1994. The Secretary
shall define a low-cost episode in a manner
that provides that a home health agency has
an incentive to be cost efficient in delivering
home health services and that the volume of
such services does not increase as a result of
factors other than patient needs.

‘‘(f) REPORT BY MEDICARE PAYMENT REVIEW
COMMISSION.—During the first 3 years in
which payments are made under this section,
the Medicare Payment Review Commission
shall annually submit a report to Congress
on the effectiveness of the payment meth-
odology established under this section that
shall include recommendations regarding the
following:

‘‘(1) Case-mix and volume increases.
‘‘(2) Quality monitoring of home health

agency practices.
‘‘(3) Whether a capitated payment for home

care patients receiving care during a contin-
uous period exceeding 165 days is warranted.

‘‘(4) Whether public providers of service are
adequately reimbursed.

‘‘(5) The adequacy of the exemptions and
exceptions to the limits provided under sub-
section (c)(1)(E).

‘‘(6) The appropriateness of the methods
provided under this section to adjust the per
episode limits and annual payment updates
to reflect changes in the mix of services,
number of visits, and assignment to case cat-
egories to reflect changing patterns of home
health care.

‘‘(7) The geographic areas used to deter-
mine the per episode limits.

‘‘(g) NO EFFECT ON NON-MEDICARE SERV-
ICES.—Nothing in this section may be con-
strued to affect the provision of or payment
for home health services for which payment
is not made under this title.’’.

(b) PAYMENT FOR PROSTHETICS AND
ORTHOTICS UNDER PART A.—Section 1814(k)
(42 U.S.C. 1395f(k)) is amended—

(1) by inserting ‘‘and prosthetics and
orthotics’’ after ‘‘durable medical equip-
ment’’; and

(2) by inserting ‘‘and 1834(h), respectively’’
after ‘‘1834(a)(1)’’.

(c) CONFORMING AMENDMENTS.—
(1) PAYMENTS UNDER PART A.—Section

1814(b) (42 U.S.C. 1395f(b)), as amended by sec-
tion 15522(b), is amended in the matter pre-
ceding paragraph (1) by striking ‘‘1888 and
1888A’’ and inserting ‘‘1888, 1888A, and 1894’’.

(2) TREATMENT OF ITEMS AND SERVICES PAID
UNDER PART B.—

(A) PAYMENTS UNDER PART B.—Section
1833(a)(2) (42 U.S.C. 1395l(a)(2)) is amended—

(i) by amending subparagraph (A) to read
as follows:

‘‘(A) with respect to home health serv-
ices—

‘‘(i) that are a type of home health service
described in section 1894(a)(2), and which are
furnished to an individual who (at the time
the item or service is furnished) is under a
plan of care of a home health agency, the
amount determined under section 1894; or

‘‘(ii) that are not described in clause (i)
(other than a covered osteoporosis drug) (as
defined in section 1861(kk)), the lesser of—

‘‘(I) the reasonable cost of such services, as
determined under section 1861(v), or

‘‘(II) the customary charges with respect
to such services;’’.

(ii) by striking ‘‘and’’ at the end of sub-
paragraph (E);

(iii) by adding ‘‘and’’ at the end of subpara-
graph (F); and

(iv) by adding at the end the following new
subparagraph:

‘‘(G) with respect to items and services de-
scribed in section 1861(s)(10)(A), the lesser
of—

‘‘(i) the reasonable cost of such services, as
determined under section 1861(v), or

‘‘(ii) the customary charges with respect to
such services,

or, if such services are furnished by a public
provider of services, or by another provider
which demonstrates to the satisfaction of
the Secretary that a significant portion of
its patients are low-income (and requests
that payment be made under this provision),
free of charge or at nominal charges to the
public, the amount determined in accordance
with section 1814(b)(2);’’.

(B) REQUIRING PAYMENT FOR ALL ITEMS AND
SERVICES TO BE MADE TO AGENCY.—

(i) IN GENERAL.—The first sentence of sec-
tion 1842(b)(6) (42 U.S.C. 1395u(b)(6)), as
amended by section 15525(a)(1), is amended—

(I) by striking ‘‘and (E)’’ and inserting
‘‘(E)’’; and

(II) by striking the period at the end and
inserting the following: ‘‘, and (F) in the case
of types of home health services described in
section 1894(a)(2) furnished to an individual
who (at the time the item or service is fur-
nished) is under a plan of care of a home
health agency, payment shall be made to the
agency (without regard to whether or not the
item or service was furnished by the agency,
by others under arrangement with them
made by the agency, or otherwise).’’.

(ii) CONFORMING AMENDMENT.—Section
1832(a)(1) (42 U.S.C. 1395k(a)(1)), as amended
by section 15525(a)(3), is amended by striking
‘‘section 1842(b)(6)(E);’’ and inserting ‘‘sub-
paragraphs (E) and (F) of section 1842(b)(6);’’.

(C) EXCLUSIONS FROM COVERAGE.—Section
1862(a) (42 U.S.C. 1395y(a)), as amended by
section 15525(a)(2) and section 15609B(a), is
amended—

(i) by striking ‘‘or’’ at the end of paragraph
(16);

(ii) by striking the period at the end of
paragraph (17) and inserting ‘‘; or’’; and

(iii) by adding at the end the following new
paragraph:

‘‘(18) where such expenses are for home
health services furnished to an individual
who is under a plan of care of the home
health agency if the claim for payment for
such services is not submitted by the agen-
cy.’’.

(3) SUNSET OF REASONABLE COST LIMITA-
TIONS.—Section 1861(v)(1)(L) (42 U.S.C.
1395x(v)(1)(L)) is amended by adding at the
end the following new clause:

‘‘(iv) This subparagraph shall apply only to
services furnished by home health agencies
during cost reporting periods ending on or
before September 30, 1996.’’.

(d) LIMITATION ON PART A COVERAGE.—
(1) IN GENERAL.—Section 1812(a)(3) (42

U.S.C. 1395d(a)(3)) is amended by striking the
semicolon and inserting ‘‘for up to 165 days
during any spell of illness;’’.

(2) CONFORMING AMENDMENT.—Section
1812(b) (42 U.S.C. 1395d(b)) is amended—

(A) by striking ‘‘or’’ at the end of para-
graph (2),

(B) by striking the period at the end of
paragraph (3) and inserting ‘‘; or’’, and

(C) by adding at the end the following new
paragraph:

‘‘(4) home health services furnished to the
individual during such spell after such serv-
ices have been furnished to the individual for
165 days during such spell.’’.

(3) EXCLUSION OF ADDITIONAL PART B COSTS
FROM DETERMINATION OF PART B MONTHLY
PREMIUM.—Section 1839(a) (42 U.S.C. 1395r(a))
is amended—

(A) in the second sentence of paragraph (1),
by striking ‘‘enrollees.’’ and inserting ‘‘en-
rollees (except as provided in paragraph
(5)).’’; and

(B) by adding at the end the following new
paragraph:

‘‘(5) In estimating the benefits and admin-
istrative costs which will be payable from
the Federal Supplementary Medical Insur-
ance Trust Fund for a year (beginning with
1996), the Secretary shall exclude an esti-
mate of any benefits and costs attributable
to home health services for which payment
would have been made under part A during
the year but for paragraph (4) of section
1812(b).’’.

(4) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to spells
of illness beginning on or after October 1,
1995.

(e) EFFECTIVE DATE.—Except as provided in
subsection (d)(4), the amendments made by
this section shall apply to cost reporting pe-
riods beginning on or after October 1, 1996.
SEC. 15702. MAINTAINING SAVINGS RESULTING

FROM TEMPORARY FREEZE ON PAY-
MENT INCREASES FOR HOME
HEALTH SERVICES.

(a) BASING UPDATES TO PER VISIT COST
LIMITS ON LIMITS FOR FISCAL YEAR 1993.—
Section 1861(v)(1)(L)(iii) (42 U.S.C.
1395x(v)(1)(L)(iii)) is amended by adding at
the end the following sentence: ‘‘In estab-
lishing limits under this subparagraph, the
Secretary may not take into account any
changes in the costs of the provision of serv-
ices furnished by home health agencies with
respect to cost reporting periods which
began on or after July 1, 1994, and before
July 1, 1996.’’.

(b) NO EXCEPTIONS PERMITTED BASED ON
AMENDMENT.—The Secretary of Health and
Human Services shall not consider the
amendment made by subsection (a) in mak-
ing any exemptions and exceptions pursuant
to section 1861(v)(1)(L)(ii) of the Social Secu-
rity Act.
SEC. 15703. EXTENSION OF WAIVER OF PRESUMP-

TION OF LACK OF KNOWLEDGE OF
EXCLUSION FROM COVERAGE FOR
HOME HEALTH AGENCIES.

Section 9305(g)(3) of OBRA–1986, as amend-
ed by section 426(d) of the Medicare Cata-
strophic Coverage Act of 1988 and section
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4207(b)(3) of OBRA–1990 (as renumbered by
section 160(d)(4) of the Social Security Act
Amendments of 1994), is amended by striking
‘‘December 31, 1995’’ and inserting ‘‘Septem-
ber 30, 1996’’.
SEC. 15704. REPORT ON RECOMMENDATIONS FOR

PAYMENTS AND CERTIFICATION
FOR HOME HEALTH SERVICES OF
CHRISTIAN SCIENCE PROVIDERS.

Not later than July 1, 1996, the Secretary
of Health and Human Services shall submit
recommendations to Congress regarding an
appropriate methodology for making pay-
ments under the medicare program for home
health services furnished by Christian
Science providers who meet applicable re-
quirements of the First Church of Christ,
Scientist, Boston, Massachusetts, and appro-
priate criteria for the certification of such
providers for purposes of the medicare pro-
gram.
SEC. 15705. EXTENSION OF PERIOD OF HOME

HEALTH AGENCY CERTIFICATION.
Section 1891(c)(2)(A) (42 U.S.C.

1395bbb(c)(2)(A)) is amended—
(1) by striking ‘‘15 months’’ and inserting

‘‘36 months’’; and
(2) by striking the second sentence and in-

serting the following: ‘‘The Secretary shall
establish a frequency for surveys of home
health agencies within this 36-month inter-
val commensurate with the need to assure
the delivery of quality home health serv-
ices.’’.

PART 2—MEDICARE SECONDARY PAYER
IMPROVEMENTS

SEC. 15711. EXTENSION AND EXPANSION OF EX-
ISTING REQUIREMENTS.

(a) DATA MATCH.—
(1) Section 1862(b)(5)(C) (42 U.S.C.

1395y(b)(5)(C)) is amended by striking clause
(iii).

(2) Section 6103(l)(12) of the Internal Reve-
nue Code of 1986 is amended by striking sub-
paragraph (F).

(b) APPLICATION TO DISABLED INDIVIDUALS
IN LARGE GROUP HEALTH PLANS.—

(1) IN GENERAL.—Section 1862(b)(1)(B) (42
U.S.C. 1395y(b)(1)(B)) is amended—

(A) in clause (i), by striking ‘‘clause (iv)’’
and inserting ‘‘clause (iii)’’,

(B) by striking clause (iii), and
(C) by redesignating clause (iv) as clause

(iii).
(2) CONFORMING AMENDMENTS.—Paragraphs

(1) through (3) of section 1837(i) (42 U.S.C.
1395p(i)) and the second sentence of section
1839(b) (42 U.S.C. 1395r(b)) are each amended
by striking ‘‘1862(b)(1)(B)(iv)’’ each place it
appears and inserting ‘‘1862(b)(1)(B)(iii)’’.

(c) EXPANSION OF PERIOD OF APPLICATION
TO INDIVIDUALS WITH END STAGE RENAL DIS-
EASE.—Section 1862(b)(1)(C) (42 U.S.C.
1395y(b)(1)(C)) is amended—

(1) in the first sentence, by striking ‘‘12-
month’’ each place it appears and inserting
‘‘24-month’’, and

(2) by striking the second sentence.
SEC. 15712. IMPROVEMENTS IN RECOVERY OF

PAYMENTS.
(a) PERMITTING RECOVERY AGAINST THIRD

PARTY ADMINISTRATORS OF PRIMARY PLANS.—
Section 1862(b)(2)(B)(ii) (42 U.S.C.
1395y(b)(2)(B)(ii)) is amended—

(1) by striking ‘‘under this subsection to
pay’’ and inserting ‘‘(directly, as a third-
party administrator, or otherwise) to make
payment’’, and

(2) by adding at the end the following:
‘‘The United States may not recover from a
third-party administrator under this clause
in cases where the third-party administrator
would not be able to recover the amount at
issue from the employer or group health plan
for whom it provides administrative services
due to the insolvency or bankruptcy of the
employer or plan.’’.

(b) EXTENSION OF CLAIMS FILING PERIOD.—
Section 1862(b)(2)(B) (42 U.S.C. 1395y(b)(2)(B))
is amended by adding at the end the follow-
ing new clause:

‘‘(v) CLAIMS-FILING PERIOD.—Notwithstand-
ing any other time limits that may exist for
filing a claim under an employer group
health plan, the United States may seek to
recover conditional payments in accordance
with this subparagraph where the request for
payment is submitted to the entity required
or responsible under this subsection to pay
with respect to the item or service (or any
portion thereof) under a primary plan within
the 3-year period beginning on the date on
which the item or service was furnished.’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to items
and services furnished on or after the date of
the enactment of this Act.
SEC. 15713. PROHIBITING RETROACTIVE APPLI-

CATION OF POLICY REGARDING
ESRD BENEFICIARIES ENROLLED IN
PRIMARY PLANS.

For purposes of carrying out section
1862(b)(1)(C) of the Social Security Act, the
Secretary of Health and Human Services
shall apply the policy directive issued by the
Administrator of the Health Care Financing
Administration on April 24, 1995, only with
respect to items and services furnished on or
after such date.

PART 3—FAILSAFE
SEC. 15721. FAILSAFE BUDGET MECHANISM.

(a) IN GENERAL.—Title XVIII, as amended
by sections 15106(a) and 15701(a), is amended
by adding at the end the following new sec-
tion:

‘‘FAILSAFE BUDGET MECHANISM

‘‘SEC. 1895. (a) REQUIREMENT OF PAYMENT
ADJUSTMENTS TO ACHIEVE MEDICARE BUDGET
TARGETS.—If the Secretary determines under
subsection (e)(3)(C) before a fiscal year (be-
ginning with fiscal year 1998) that—

‘‘(1) the fee-for-service expenditures (as de-
fined in subsection (f)) for a sector of medi-
care services (as defined in subsection (b))
for the fiscal year, will exceed

‘‘(2) the allotment specified under sub-
section (c)(2) for such fiscal year (taking into
account any adjustment in the allotment
under subsection (h) for that fiscal year),
then, notwithstanding any other provision of
this title, there shall be an adjustment (con-
sistent with subsection (d)) in applicable
payment rates or payments for items and
services included in the sector in the fiscal
year so that such expenditures for the sector
for the year will be reduced by 1331⁄3 percent
of the amount of such excess.

‘‘(b) SECTORS OF MEDICARE SERVICES DE-
SCRIBED.—

‘‘(1) IN GENERAL.—For purposes of this sec-
tion, items and services included under each
of the following subparagraphs shall be con-
sidered to be a separate ‘sector’ of medicare
services:

‘‘(A) Inpatient hospital services.
‘‘(B) Home health services.
‘‘(C) Extended care services (for inpatients

of skilled nursing facilities).
‘‘(D) Hospice care.
‘‘(E) Physicians’ services (including serv-

ices and supplies described in section
1861(s)(2)(A)) and services of other health
care professionals (including certified reg-
istered nurse anesthetists, nurse practition-
ers, physician assistants, and clinical psy-
chologists) for which separate payment is
made under this title.

‘‘(F) Outpatient hospital services and am-
bulatory facility services.

‘‘(G) Durable medical equipment and sup-
plies, including prosthetic devices and
orthotics.

‘‘(H) Diagnostic tests (including clinical
laboratory services and x-ray services).

‘‘(I) Other items and services.
‘‘(2) CLASSIFICATION OF ITEMS AND SERV-

ICES.—The Secretary shall classify each type
of items and services covered and paid for
separately under this title into one of the
sectors specified in paragraph (1). After pub-
lication of such classification under sub-
section (e)(1), the Secretary is not authorized
to make substantive changes in such classi-
fication.

‘‘(c) ALLOTMENT.—
‘‘(1) ALLOTMENTS FOR EACH SECTOR.—For

purposes of this section, subject to sub-
section (h)(1), the allotment for a sector of
medicare services for a fiscal year is equal to
the product of—

‘‘(A) the total allotment for the fiscal year
established under paragraph (2), and

‘‘(B) the allotment proportion (specified
under paragraph (3)) for the sector and fiscal
year involved.

‘‘(2) TOTAL ALLOTMENT.—
‘‘(A) IN GENERAL.—For purposes of this sec-

tion, the total allotment for a fiscal year is
equal to—

‘‘(i) the medicare benefit budget for the fis-
cal year (as specified under subparagraph
(B)), reduced by

‘‘(ii) the amount of payments the Sec-
retary estimates will be made in the fiscal
year under the MedicarePlus program under
part C.

In making the estimate under clause (ii), the
Secretary shall take into account estimated
enrollment and demographic profile of indi-
viduals electing MedicarePlus products.

‘‘(B) MEDICARE BENEFIT BUDGET.—For pur-
poses of this subsection, subject to subpara-
graph (C), the ‘medicare benefit budget’—

‘‘(i) for fiscal year 1997 is $208.0 billion;
‘‘(ii) for fiscal year 1998 is $217.1 billion;
‘‘(iii) for fiscal year 1999 is $228.4 billion;
‘‘(iv) for fiscal year 2000 is $246.4 billion;
‘‘(v) for fiscal year 2001 is $265.5 billion;
‘‘(vi) for fiscal year 2002 is $288.0 billion;

and
‘‘(vii) for a subsequent fiscal year is equal

to the medicare benefit budget under this
subparagraph for the preceding fiscal year
increased by the product of (I) 1.05, and (II)
1 plus the annual percentage increase in the
average number of medicare beneficiaries
from the previous fiscal year to the fiscal
year involved.

‘‘(3) MEDICARE ALLOTMENT PROPORTION DE-
FINED.—

‘‘(A) IN GENERAL.—For purposes of this sec-
tion and with respect to a sector of medicare
services for a fiscal year, the term ‘medicare
allotment proportion’ means the ratio of—

‘‘(i) the baseline-projected medicare ex-
penditures (as determined under subpara-
graph (B)) for the sector for the fiscal year,
to

‘‘(ii) the sum of such baseline expenditures
for all such sectors for the fiscal year.

‘‘(B) BASELINE-PROJECTED MEDICARE EX-
PENDITURES.—In this paragraph, the ‘base-
line, projected medicare expenditures’ for a
sector of medicare services—

‘‘(i) for fiscal year 1996 is equal to fee-for-
service expenditures for such sector during
fiscal year 1995, increased by the baseline an-
nual growth rate for such sector of medicare
services for fiscal year 1996 (as specified in
table in subparagraph (C)); and

‘‘(ii) for a subsequent fiscal year is equal to
the baseline-projected medicare expenditures
under this subparagraph for the sector for
the previous fiscal year increased by the
baseline annual growth rate for such sector
for the fiscal year involved (as specified in
such table).

‘‘(C) BASELINE ANNUAL GROWTH RATES.—The
following table specifies the baseline annual
growth rates for each of the sectors for dif-
ferent fiscal years:
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‘‘For the following sector—

Baseline annual growth rates for fiscal year—

1996 1997 1998 1999 2000 2001

2002
and

there-
after

(A) Inpatient hospital services ....................................................................................................................................................................... 5.7% 5.6% 6.0% 6.1% 5.7% 5.5% 5.2%
(B) Home health services ............................................................................................................................................................................... 17.2% 15.1% 11.7% 9.1% 8.4% 8.1% 7.9%
(C) Extended care services ............................................................................................................................................................................. 19.7% 12.3% 9.3% 8.7% 8.6% 8.4% 8.0%
(D) Hospice care ............................................................................................................................................................................................. 32.0% 24.0% 18.0% 15.0% 12.0% 10.0% 9.0%
(E) Physicians’ services .................................................................................................................................................................................. 12.4% 9.7% 8.7% 9.0% 9.3% 9.6% 10.1%
(F) Outpatient hospital services ..................................................................................................................................................................... 14.7% 13.9% 14.5% 15.0% 14.1% 13.9% 14.0%
(G) Durable medical equipment and supplies ............................................................................................................................................... 16.1% 15.5% 13.7% 12.4% 13.2% 13.9% 14.5%
(H) Diagnostic tests ........................................................................................................................................................................................ 13.1% 11.3% 11.0% 11.4% 11.4% 11.5% 11.9%
(I) Other items and services .......................................................................................................................................................................... 11.2% 10.2% 10.9% 12.0% 11.6% 11.6% 11.8%

‘‘(d) MANNER OF PAYMENT ADJUSTMENT.—
‘‘(1) IN GENERAL.—Subject to the succeed-

ing provisions of this subsection, the Sec-
retary shall apply a payment reduction for a
sector for a fiscal year in such a manner as
to—

‘‘(A) make a change in payment rates (to
the maximum extent practicable) at the
time payment rates are otherwise changed or
subject to change for that fiscal year; and

‘‘(B) provide for the full appropriate ad-
justment so that the fee-for-service expendi-
tures for the sector for the fiscal year will
approximate (and not exceed) the allotment
for the sector for the fiscal year.

‘‘(2) TAKING INTO ACCOUNT VOLUME AND CASH
FLOW.—In providing for an adjustment in
payments under this subsection for a sector
for a fiscal year, the Secretary shall take
into account (in a manner consistent with
actuarial projections)—

‘‘(A) the impact of such an adjustment on
the volume or type of services provided in
such sector (and other sectors), and

‘‘(B) the fact that an adjustment may
apply to items and services furnished in a
fiscal year (payment for which may occur in
a subsequent fiscal year),
in a manner that is consistent with assuring
that total fee-for-services expenditures for
each sector for the fiscal year will not exceed
the allotment under subsection (c)(1) for
such sector for such year.

‘‘(3) PROPORTIONALITY OF REDUCTIONS WITH-
IN A SECTOR.—In making adjustments under
this subsection in payment for items and
services included within a sector of medicare
services for a fiscal year, the Secretary shall
provide for such an adjustment that results
(to the maximum extent feasible) in the
same percentage reductions in aggregate
Federal payments under parts A and B for
the different classes of items and services in-
cluded within the sector for the fiscal year.

‘‘(4) APPLICATION TO PAYMENTS MADE BASED
ON PROSPECTIVE PAYMENT RATES DETERMINED
ON A FISCAL YEAR BASIS.—

‘‘(A) IN GENERAL.—In applying subsection
(a) with respect to items and services for
which payment is made under part A or B on
the basis of rates that are established on a
prospective basis for (and in advance of) a
fiscal year, the Secretary shall provide for
the payment adjustment under such sub-
section through an appropriate reduction in
such rates established for items and services
furnished (or, in the case of payment for op-
erating costs of inpatient hospital services of
subsection (d) hospitals and subsection (d)
Puerto Rico hospitals (as defined in para-
graphs (1)(B) and (9)(A) of section 1886(d)),
discharges occurring) during such year.

‘‘(B) DESCRIPTION OF APPLICATION TO SPE-
CIFIC SERVICES.—The payment adjustment
described in subparagraph (A) applies for a
fiscal year to at least the following:

‘‘(i) UPDATE FACTOR FOR PAYMENT FOR OP-
ERATING COSTS OF INPATIENT HOSPITAL SERV-
ICES OF PPS HOSPITALS.—To the computation
of the applicable percentage increase speci-

fied in section 1886(d)(3)(B)(i) for discharges
occurring in the fiscal year.

‘‘(ii) HOME HEALTH SERVICES.—To the ex-
tent payment amounts for home health serv-
ices are based on per visit payment rates
under section 1894, to the computation of the
increase in the national per visit payment
rates established for the year under section
1894(b)(2)(B).

‘‘(iii) HOSPICE CARE.—To the update of pay-
ment rates for hospice care under section
1814(i) for services furnished during the fiscal
year.

‘‘(iv) UPDATE FACTOR FOR PAYMENT OF OP-
ERATING COSTS OF INPATIENT HOSPITAL SERV-
ICES OF PPS-EXEMPT HOSPITALS.—To the com-
putation of the target amount under section
1886(b)(3) for discharges occurring during the
fiscal year.

‘‘(v) COVERED NON-ROUTINE SERVICES OF
SKILLED NURSING FACILITIES.—To the com-
putation of the facility per stay limits for
the year under section 1888A(d) for covered
non-routine services of a skilled nursing fa-
cility (as described in such section).

‘‘(5) APPLICATION TO PAYMENTS MADE BASED
ON PROSPECTIVE PAYMENT RATES DETERMINED
ON A CALENDAR YEAR BASIS.—

‘‘(A) IN GENERAL.—In applying subsection
(a) for a fiscal year with respect to items and
services for which payment is made under
part A or B on the basis of rates that are es-
tablished on a prospective basis for (and in
advance of) a calendar year, the Secretary
shall provide for the payment adjustment
under such subsection through an appro-
priate reduction in such rates established for
items and services furnished at any time
during such calendar year as follows:

‘‘(i) For fiscal year 1997, the reduction shall
be made for payment rates during calendar
year 1997 in a manner so as to achieve the
necessary payment reductions for such fiscal
year for items and services furnished during
the first 3 quarters of calendar year 1997.

‘‘(ii) For a subsequent fiscal year, the re-
duction shall be made for payment rates dur-
ing the calendar year in which the fiscal
year ends in a manner so as to achieve the
necessary payment reductions for such fiscal
year for items and services furnished during
the first 3 quarters of the calendar year, but
also taking into account the payment reduc-
tions made in the first quarter of the fiscal
year resulting from payment reductions
made under this paragraph for the previous
calendar year.

‘‘(iii) Payment rate reductions effected
under this subparagraph for a calendar year
and applicable to the last 3 quarters of the
fiscal year in which the calendar year ends
shall continue to apply during the first quar-
ter of the succeeding fiscal year.

‘‘(B) APPLICATION IN SPECIFIC CASES.—The
payment adjustment described in subpara-
graph (A) applies for a fiscal year to at least
the following:

‘‘(i) UPDATE IN CONVERSION FACTOR FOR
PHYSICIANS’ SERVICES.—To the computation
of the conversion factor under subsection (d)

of section 1848 used in the fee schedule estab-
lished under subsection (b) of such section,
for items and services furnished during the
calendar year in which the fiscal year ends.

‘‘(ii) PAYMENT RATES FOR OTHER HEALTH

CARE PROFESSIONALS.—To the computation of
payments for professional services of cer-
tified registered nurse anesthetists under
section 1833(l), nurse midwives, physician as-
sistants, nurse practitioners and clinical
nurse specialists under section 1833(r), clini-
cal psychologists, clinical social workers,
physical or occupational therapists, and any
other health professionals for which pay-
ment rates are based (in whole or in part) on
payments for physicians’ services, for serv-
ices furnished during the calendar year in
which the fiscal year ends.

‘‘(iii) UPDATE IN LAB FEE SCHEDULE.—To the
computation of the fee schedule amount
under section 1833(h)(2) for clinical diag-
nostic laboratory services furnished during
the calendar year in which the fiscal year
ends.

‘‘(iv) UPDATE IN REASONABLE CHARGES FOR

VACCINES.—To the computation of the rea-
sonable charge for vaccines described in sec-
tion 1861(s)(10) for vaccines furnished during
the calendar year in which the fiscal year
ends.

‘‘(v) DURABLE MEDICAL EQUIPMENT-RELATED

ITEMS.—To the computation of the payment
basis under section 1834(a)(1)(B) for covered
items described in section 1834(a)(13), for
items furnished during the calendar year in
which the fiscal year ends.

‘‘(vi) RADIOLOGIST SERVICES.—To the com-
putation of conversion factors for radiologist
services under section 1834(b), for services
furnished during the calendar year in which
the fiscal year ends.

‘‘(vii) SCREENING MAMMOGRAPHY.—To the
computation of payment rates for screening
mammography under section 1834(c)(1)(C)(ii),
for screening mammography performed dur-
ing the calendar year in which the fiscal
year ends.

‘‘(viii) PROSTHETICS AND ORTHOTICS.—To
the computation of the amount to be recog-
nized under section 1834(h) for payment for
prosthetic devices and orthotics and pros-
thetics, for items furnished during the cal-
endar year in which the fiscal year ends.

‘‘(ix) SURGICAL DRESSINGS.—To the com-
putation of the payment amount referred to
in section 1834(i)(1)(B) for surgical dressings,
for items furnished during the calendar year
in which the fiscal year ends.

‘‘(x) PARENTERAL AND ENTERAL NUTRI-
TION.—To the computation of reasonable
charge screens for payment for parenteral
and enteral nutrition under section 1834(h),
for nutrients furnished during the calendar
year in which the fiscal year ends.

‘‘(xi) AMBULANCE SERVICES.—To the com-
putation of limits on reasonable charges for
ambulance services, for services furnished
during the calendar year in which the fiscal
year ends.
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‘‘(6) APPLICATION TO PAYMENTS MADE BASED

ON COSTS DURING A COST REPORTING PERIOD.—
‘‘(A) IN GENERAL.—In applying subsection

(a) for a fiscal year with respect to items and
services for which payment is made under
part A or B on the basis of costs incurred for
items and services in a cost reporting period,
the Secretary shall provide for the payment
adjustment under such subsection for a fiscal
year through an appropriate proportional re-
duction in the payment for costs for such
items and services incurred at any time dur-
ing each cost reporting period any part of
which occurs during the fiscal year involved,
but only (for each such cost reporting period)
in the same proportion as the fraction of the
cost reporting period that occurs during the
fiscal year involved.

‘‘(B) APPLICATION IN SPECIFIC CASES.—The
payment adjustment described in subpara-
graph (A) applies for a fiscal year to at least
the following:

‘‘(i) CAPITAL-RELATED COSTS OF HOSPITAL
SERVICES.—To the computation of payment
amounts for inpatient and outpatient hos-
pital services under sections 1886(g) and
1861(v) for portions of cost reporting periods
occurring during the fiscal year.

‘‘(ii) OPERATING COSTS FOR PPS-EXEMPT HOS-
PITALS.—To the computation of payment
amounts under section 1886(b) for operating
costs of inpatient hospital services of PPS-
exempt hospitals for portions of cost report-
ing periods occurring during the fiscal year.

‘‘(iii) DIRECT GRADUATE MEDICAL EDU-
CATION.—To the computation of payment
amounts under section 1886(h) for reasonable
costs of direct graduate medical education
costs for portions of cost reporting periods
occurring during the fiscal year.

‘‘(iv) INPATIENT RURAL PRIMARY CARE HOS-
PITAL SERVICES.—To the computation of pay-
ment amounts under section 1814(j) for inpa-
tient rural primary care hospital services for
portions of cost reporting periods occurring
during the fiscal year.

‘‘(v) EXTENDED CARE SERVICES OF A SKILLED
NURSING FACILITY.—To the computation of
payment amounts under section 1861(v) for
post-hospital extended care services of a
skilled nursing facility (other than covered
non-routine services subject to section
1888A) for portions of cost reporting periods
occurring during the fiscal year.

‘‘(vi) REASONABLE COST CONTRACTS.—To the
computation of payment amounts under sec-
tion 1833(a)(1)(A) for organizations for por-
tions of cost reporting periods occurring dur-
ing the fiscal year.

‘‘(vii) HOME HEALTH SERVICES.—Subject to
paragraph (4)(B)(ii), for payment amounts for
home health services, for portions of cost re-
porting periods occurring during such fiscal
year.

‘‘(7) OTHER.—In applying subsection (a) for
a fiscal year with respect to items and serv-
ices for which payment is made under part A
or B on a basis not described in a previous
paragraph of this subsection, the Secretary
shall provide for the payment adjustment
under such subsection through an appro-
priate proportional reduction in the pay-
ments (or payment bases for items and serv-
ices furnished) during the fiscal year.

‘‘(8) ADJUSTMENT OF PAYMENT LIMITS.—The
Secretary shall provide for such proportional
adjustment in any limits on payment estab-
lished under part A or B for payment for
items and services within a sector as may be
appropriate based on (and in order to prop-
erly carry out) the adjustment on the
amount of payment under this subsection in
the sector.

‘‘(9) REFERENCES TO PAYMENT RATES.—Ex-
cept as the Secretary may provide, any ref-
erence in this title (other than this section)
to a payment rate is deemed a reference to

such a rate as adjusted under this sub-
section.

‘‘(e) PUBLICATION OF DETERMINATIONS; JUDI-
CIAL REVIEW.—

‘‘(1) ONE-TIME PUBLICATION OF SECTORS AND
GENERAL PAYMENT ADJUSTMENT METHODOL-
OGY.—Not later than October 1, 1996, the Sec-
retary shall publish in the Federal Register
the classification of medicare items and
services into the sectors of medicare services
under subsection (b) and the general meth-
odology to be used in applying payment ad-
justments to the different classes of items
and services within the sectors.

‘‘(2) INCLUSION OF INFORMATION IN PRESI-
DENT’S BUDGET.—

‘‘(A) IN GENERAL.—With respect to fiscal
years beginning with fiscal year 1999, the
President shall include in the budget submit-
ted under section 1105 of title 31, United
States Code, information on—

‘‘(i) the fee-for-service expenditures, within
each sector, for the second previous fiscal
year, and how such expenditures compare to
the adjusted sector allotment for that sector
for that fiscal year; and

‘‘(ii) actual annual growth rates for fee-for-
service expenditures in the different sectors
in the second previous fiscal year.

‘‘(B) RECOMMENDATIONS REGARDING GROWTH
FACTORS.—The President may include in
such budget for a fiscal year (beginning with
fiscal year 1998) recommendations regarding
percentages that should be applied (for one
or more fiscal years beginning with that fis-
cal year) instead of the baseline annual
growth rates under subsection (c)(3)(C). Such
recommendations shall take into account
medically appropriate practice patterns.

‘‘(3) DETERMINATIONS CONCERNING PAYMENT
ADJUSTMENTS.—

‘‘(A) RECOMMENDATIONS OF COMMISSION.—
By not later than March 1 of each year (be-
ginning with 1997), the Medicare Payment
Review Commission shall submit to the Sec-
retary and the Congress a report that ana-
lyzes the previous operation (if any) of this
section and that includes recommendations
concerning the manner in which this section
should be applied for the following fiscal
year.

‘‘(B) PRELIMINARY NOTICE BY SECRETARY.—
Not later than May 15 preceding the begin-
ning of each fiscal year (beginning with fis-
cal year 1998), the Secretary shall publish in
the Federal Register a notice containing the
Secretary’s preliminary determination, for
each sector of medicare services, concerning
the following:

‘‘(i) The projected allotment under sub-
section (c) for such sector for the fiscal year.

‘‘(ii) Whether there will be a payment ad-
justment for items and services included in
such sector for the fiscal year under sub-
section (a).

‘‘(iii) If there will be such an adjustment,
the size of such adjustment and the meth-
odology to be used in making such a pay-
ment adjustment for classes of items and
services included in such sector.

‘‘(iv) Beginning with fiscal year 1999, the
fee-for-service expenditures for such sector
for the second preceding fiscal year.

Such notice shall include an explanation of
the basis for such determination. Determina-
tions under this subparagraph and subpara-
graph (C) shall be based on the best data
available at the time of such determinations.

‘‘(C) FINAL DETERMINATION.—Not later than
September 1 preceding the beginning of each
fiscal year (beginning with fiscal year 1998),
the Secretary shall publish in the Federal
Register a final determination, for each sec-
tor of medicare services, concerning the
matters described in subparagraph (B) and
an explanation of the reasons for any dif-
ferences between such determination and the

preliminary determination for such fiscal
year published under subparagraph (B).

‘‘(4) LIMITATION ON ADMINISTRATIVE OR JUDI-
CIAL REVIEW.—There shall be no administra-
tive or judicial review under section 1878 or
otherwise of—

‘‘(A) the classification of items and serv-
ices among the sectors of medicare services
under subsection (b),

‘‘(B) the determination of the amounts of
allotments for the different sectors of medi-
care services under subsection (c),

‘‘(C) the determination of the amount (or
method of application) of any payment ad-
justment under subsection (d), or

‘‘(D) any adjustment in an allotment ef-
fected under subsection (h).

‘‘(f) FEE-FOR-SERVICE EXPENDITURES DE-
FINED.—In this section, the term ‘fee-for-
service expenditures’, for items and services
within a sector of medicare services in a fis-
cal year, means amounts payable for such
items and services which are furnished dur-
ing the fiscal year, and—

‘‘(1) includes types of expenses otherwise
reimbursable under parts A and B (including
administrative costs incurred by organiza-
tions described in sections 1816 and 1842) with
respect to such items and services, and

‘‘(2) does not include amounts paid under
part C.

‘‘(g) EXPEDITED PROCESS FOR ADJUSTMENT
OF SECTOR GROWTH RATES.—

‘‘(1) OPTIONAL INCLUSION OF LEGISLATIVE
PROPOSAL.—The President may include in
recommendations under subsection (e)(2)(B)
submitted with respect to a fiscal year a spe-
cific legislative proposal that provides only
for the substitution of percentages specified
in the proposal for one or more of the base-
line annual growth rates (specified in the
table in subsection (c)(3)(C) or in a previous
legislative proposal under this subsection)
for that fiscal year or any subsequent fiscal
year.

‘‘(2) CONGRESSIONAL CONSIDERATION.—
‘‘(A) IN GENERAL.—The percentages con-

tained in a legislative proposal submitted
under paragraph (1) shall apply under this
section if a joint resolution (described in
subparagraph (B)) approving such proposal is
enacted, in accordance with the provisions of
subparagraph (C), before the end of the 60-
day period beginning on the date on which
such proposal was submitted. For purposes of
applying the preceding sentence and sub-
paragraphs (B) and (C), the days on which ei-
ther House of Congress is not in session be-
cause of an adjournment of more than three
days to a day certain shall be excluded in the
computation of a period.

‘‘(B) JOINT RESOLUTION OF APPROVAL.—A
joint resolution described in this subpara-
graph means only a joint resolution which is
introduced within the 10-day period begin-
ning on the date on which the President sub-
mits a proposal under paragraph (1) and—

‘‘(i) which does not have a preamble;
‘‘(ii) the matter after the resolving clause

of which is as follows: ‘That Congress ap-
proves the proposal of the President provid-
ing for substitution of percentages for cer-
tain baseline annual growth rates under sec-
tion 1895 of the Social Security Act, as sub-
mitted by the President on lllllll.’,
the blank space being filled in with the ap-
propriate date; and

‘‘(iii) the title of which is as follows: ‘Joint
resolution approving Presidential proposal
to substitute certain specified percentages
for baseline annual growth rates under sec-
tion 1895 of the Social Security Act, as sub-
mitted by the President on lllllll.’,
the blank space being filled in with the ap-
propriate date.

‘‘(C) PROCEDURES FOR CONSIDERATION OF
RESOLUTION OF APPROVAL.—Subject to sub-
paragraph (D), the provisions of section 2908
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(other than subsection (a)) of the Defense
Base Closure and Realignment Act of 1990
shall apply to the consideration of a joint
resolution described in subparagraph (B) in
the same manner as such provisions apply to
a joint resolution described in section 2908(a)
of such Act.

‘‘(D) SPECIAL RULES.—For purposes of ap-
plying subparagraph (C) with respect to such
provisions—

‘‘(i) any reference to the Committee on
Armed Services of the House of Representa-
tives shall be deemed a reference to an ap-
propriate Committee of the House of Rep-
resentatives (specified by the Speaker of the
House of Representatives at the time of sub-
mission of a legislative proposal under para-
graph (1)) and any reference to the Commit-
tee on Armed Services of the Senate shall be
deemed a reference to the Committee on Fi-
nance of the Senate;

‘‘(ii) any reference to a resolution of which
a committee shall be discharged from fur-
ther consideration shall be deemed to be a
reference to the first such resolution intro-
duced; and

‘‘(iii) any reference to the date on which
the President transmits a report shall be
deemed a reference to the date on which the
President submits the legislative proposal
under paragraph (1).

‘‘(h) LOOK-BACK ADJUSTMENT IN ALLOT-
MENTS TO REFLECT ACTUAL EXPENDITURES.—

‘‘(1) IN GENERAL.—If the Secretary deter-
mines under subsection (e)(3)(B) with respect
to a particular fiscal year (beginning with
fiscal year 1999) that the fee-for-service ex-
penditures for a sector of medicare services
for the second preceding fiscal year—

‘‘(A) exceeded the adjusted allotment for
such sector for such year (as defined in para-
graph (2)), then the allotment for the sector
for the particular fiscal year shall be reduced
by 1331⁄3 percent of the amount of such ex-
cess, or

‘‘(B) was less than the adjusted allotment
for such sector for such year, then the allot-
ment for the sector for the particular fiscal
year shall be increased by the amount of
such deficit.

‘‘(2) ADJUSTED ALLOTMENT.—The adjusted
allotment under this paragraph for a sector
for a fiscal year is—

‘‘(A) the amount that would be computed
as the allotment under subsection (c) for the
sector for the fiscal year if the actual
amount of payments made in the fiscal year
under the MedicarePlus program under part
C in the fiscal year were substituted for the
amount described in subsection (c)(2)(A)(ii)
for that fiscal year,

‘‘(B) adjusted to take into account the
amount of any adjustment under paragraph
(1) for that fiscal year (based on expenditures
in the second previous fiscal year).

‘‘(i) PROSPECTIVE APPLICATION OF CERTAIN
NATIONAL COVERAGE DETERMINATIONS.—In
the case of a national coverage determina-
tion that the Secretary projects will result
in significant additional expenditures under
this title (taking into account any substi-
tution for existing procedures or tech-
nologies), such determination shall not be-
come effective before the beginning of the
fiscal year that begins after the date of such
determination and shall apply to contracts
under part C entered into (or renewed) after
the date of such determination.’’.

(b) REPORT OF TRUSTEES ON GROWTH RATE
IN PART A EXPENDITURES.—Section 1817 (42
U.S.C. 1395i) is amended by adding at the end
the following new subsection:

‘‘(k) Each annual report provided in sub-
section (b)(2) shall include information re-
garding the annual rate of growth in pro-
gram expenditures that would be required to
maintain the financial solvency of the Trust
Fund and the extent to which the provisions

of section 1895 restrain the rate of growth of
expenditures under this part in order to
achieve such solvency.’’.

PART 4—ADMINISTRATIVE
SIMPLIFICATION

SEC. 15731. STANDARDS FOR MEDICARE INFOR-
MATION TRANSACTIONS AND DATA
ELEMENTS.

Title XVIII, as amended by section 15031, is
amended by inserting after section 1806 the
following new section:

‘‘STANDARDS FOR MEDICARE INFORMATION
TRANSACTIONS AND DATA ELEMENTS

‘‘SEC. 1807. (a) ADOPTION OF STANDARDS FOR
DATA ELEMENTS.—

‘‘(1) IN GENERAL.—Pursuant to subsection
(b), the Secretary shall adopt standards for
information transactions and data elements
of medicare information and modifications
to the standards under this section that
are—

‘‘(A) consistent with the objective of reduc-
ing the administrative costs of providing and
paying for health care; and

‘‘(B) developed or modified by a standard
setting organization (as defined in sub-
section (h)(8)).

‘‘(2) SPECIAL RULE RELATING TO DATA ELE-
MENTS.—The Secretary may adopt or modify
a standard relating to data elements that is
different from the standard developed by a
standard setting organization, if—

‘‘(A) the different standard or modification
will substantially reduce administrative
costs to health care providers and health
plans compared to the alternative; and

‘‘(B) the standard or modification is pro-
mulgated in accordance with the rulemaking
procedures of subchapter III of chapter 5 of
title 5, United States Code.

‘‘(3) SECURITY STANDARDS FOR HEALTH IN-
FORMATION NETWORK.—

‘‘(A) IN GENERAL.—Each person, who main-
tains or transmits medicare information or
data elements of medicare information and
is subject to this section, shall maintain rea-
sonable and appropriate administrative,
technical, and physical safeguards—

‘‘(i) to ensure the integrity and confiden-
tiality of the information;

‘‘(ii) to protect against any reasonably an-
ticipated—

‘‘(I) threats or hazards to the security or
integrity of the information; and

‘‘(II) unauthorized uses or disclosures of
the information; and

‘‘(iii) to otherwise ensure compliance with
this section by the officers and employees of
such person.

‘‘(B) SECURITY STANDARDS.—The Secretary
shall establish security standards and modi-
fications to such standards with respect to
medicare information network services,
health plans, and health care providers
that—

‘‘(i) take into account—
‘‘(I) the technical capabilities of record

systems used to maintain medicare informa-
tion;

‘‘(II) the costs of security measures;
‘‘(III) the need for training persons who

have access to medicare information; and
‘‘(IV) the value of audit trails in computer-

ized record systems; and
‘‘(ii) ensure that a medicare information

network service, if it is part of a larger orga-
nization, has policies and security proce-
dures which isolate the activities of such
service with respect to processing informa-
tion in a manner that prevents unauthorized
access to such information by such larger or-
ganization.

The security standards established by the
Secretary shall be based on the standards de-
veloped or modified by standard setting or-
ganizations. If such standards do not exist,
the Secretary shall rely on the recommenda-

tions of the Medicare Information Advisory
Committee (established under subsection (g))
and shall consult with appropriate govern-
ment agencies and private organizations in
accordance with paragraph (5).

‘‘(4) IMPLEMENTATION SPECIFICATIONS.—The
Secretary shall establish specifications for
implementing each of the standards and the
modifications to the standards adopted pur-
suant to paragraph (1) or (3).

‘‘(5) ASSISTANCE TO THE SECRETARY.—In
complying with the requirements of this sec-
tion, the Secretary shall rely on rec-
ommendations of the Medicare Information
Advisory Committee established under sub-
section (g) and shall consult with appro-
priate Federal and State agencies and pri-
vate organizations. The Secretary shall pub-
lish in the Federal Register the rec-
ommendations of the Medicare Information
Advisory Committee regarding the adoption
of a standard under this section.

‘‘(b) STANDARDS FOR INFORMATION TRANS-
ACTIONS AND DATA ELEMENTS.—

‘‘(1) IN GENERAL.—The Secretary shall
adopt standards for transactions and data
elements to make medicare information uni-
formly available to be exchanged electroni-
cally, that is—

‘‘(A) appropriate for the following financial
and administrative transactions: claims (in-
cluding coordination of benefits) or equiva-
lent encounter information, enrollment and
disenrollment, eligibility, premium pay-
ments, and referral certification and author-
ization; and

‘‘(B) related to other financial and admin-
istrative transactions determined appro-
priate by the Secretary consistent with the
goals of improving the operation of the
health care system and reducing administra-
tive costs.

‘‘(2) UNIQUE HEALTH IDENTIFIERS.—
‘‘(A) ADOPTION OF STANDARDS.—The Sec-

retary shall adopt standards providing for a
standard unique health identifier for each in-
dividual, employer, health plan, and health
care provider for use in the medicare infor-
mation system. In developing unique health
identifiers for each health plan and health
care provider, the Secretary shall take into
account multiple uses for identifiers and
multiple locations and specialty classifica-
tions for health care providers.

‘‘(B) PENALTY FOR IMPROPER DISCLOSURE.—
A person who knowingly uses or causes to be
used a unique health identifier under sub-
paragraph (A) for a purpose that is not au-
thorized by the Secretary shall—

‘‘(i) be fined not more than $50,000, impris-
oned not more than 1 year, or both; or

‘‘(ii) if the offense is committed under false
pretenses, be fined not more than $100,000,
imprisoned not more than 5 years, or both.

‘‘(3) CODE SETS.—
‘‘(A) IN GENERAL.—The Secretary, in con-

sultation with the Medicare Information Ad-
visory Committee, experts from the private
sector, and Federal and State agencies,
shall—

‘‘(i) select code sets for appropriate data
elements from among the code sets that have
been developed by private and public enti-
ties; or

‘‘(ii) establish code sets for such data ele-
ments if no code sets for the data elements
have been developed.

‘‘(B) DISTRIBUTION.—The Secretary shall
establish efficient and low-cost procedures
for distribution (including electronic dis-
tribution) of code sets and modifications
made to such code sets under subsection
(c)(2).

‘‘(4) ELECTRONIC SIGNATURE.—
‘‘(A) IN GENERAL.—The Secretary, after

consultation with the Medicare Information
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Advisory Committee, shall promulgate regu-
lations specifying procedures for the elec-
tronic transmission and authentication of
signatures, compliance with which will be
deemed to satisfy Federal and State statu-
tory requirements for written signatures
with respect to information transactions re-
quired by this section and written signatures
on enrollment and disenrollment forms.

‘‘(B) PAYMENTS FOR SERVICES AND PRE-
MIUMS.—Nothing in this section shall be con-
strued to prohibit the payment of health
care services or health plan premiums by
debit, credit, payment card or numbers, or
other electronic means.

‘‘(5) TRANSFER OF INFORMATION BETWEEN
HEALTH PLANS.—The Secretary shall develop
rules and procedures—

‘‘(A) for determining the financial liability
of health plans when health care benefits are
payable under two or more health plans; and

‘‘(B) for transferring among health plans
appropriate standard data elements needed
for the coordination of benefits, the sequen-
tial processing of claims, and other data ele-
ments for individuals who have more than
one health plan.

‘‘(6) COORDINATION OF BENEFITS.—If, at the
end of the 5-year period beginning on the
date of the enactment of this section, the
Secretary determines that additional trans-
action standards for coordinating benefits
are necessary to reduce administrative costs
or duplicative (or inappropriate) payment of
claims, the Secretary shall establish further
transaction standards for the coordination of
benefits between health plans.

‘‘(7) PROTECTION OF TRADE SECRETS.—Ex-
cept as otherwise required by law, the stand-
ards adopted under this section shall not re-
quire disclosure of trade secrets or confiden-
tial commercial information by an entity op-
erating a medicare information network.

‘‘(c) TIMETABLES FOR ADOPTION OF STAND-
ARDS.—

‘‘(1) INITIAL STANDARDS.—Not later than 18
months after the date of the enactment of
this section, the Secretary shall adopt stand-
ards relating to the information trans-
actions, data elements of medicare informa-
tion and security described in subsections (a)
and (b).

‘‘(2) ADDITIONS AND MODIFICATIONS TO
STANDARDS.—

‘‘(A) IN GENERAL.—The Secretary shall re-
view the standards adopted under this sec-
tion and shall adopt additional or modified
standards, that have been developed or modi-
fied by a standard setting organization, as
determined appropriate, but not more fre-
quently than once every 12 months. Any ad-
dition or modification to such standards
shall be completed in a manner which mini-
mizes the disruption and cost of compliance.

‘‘(B) ADDITIONS AND MODIFICATIONS TO CODE
SETS.—

‘‘(i) IN GENERAL.—The Secretary shall en-
sure that procedures exist for the routine
maintenance, testing, enhancement, and ex-
pansion of code sets.

‘‘(ii) ADDITIONAL RULES.—If a code set is
modified under this paragraph, the modified
code set shall include instructions on how
data elements of medicare information that
were encoded prior to the modification may
be converted or translated so as to preserve
the informational value of the data elements
that existed before the modification. Any
modification to a code set under this para-
graph shall be implemented in a manner that
minimizes the disruption and cost of comply-
ing with such modification.

‘‘(d) REQUIREMENTS FOR HEALTH PLANS.—
‘‘(1) IN GENERAL.—If a person desires to

conduct any of the information transactions
described in subsection (b)(1) with a health
plan as a standard transaction, the health
plan shall conduct such standard transaction

in a timely manner and the information
transmitted or received in connection with
such transaction shall be in the form of
standard data elements of medicare informa-
tion.

‘‘(2) SATISFACTION OF REQUIREMENTS.—A
health plan may satisfy the requirement im-
posed on such plan under paragraph (1) by di-
rectly transmitting standard data elements
of medicare information or submitting non-
standard data elements to a medicare infor-
mation network service for processing into
standard data elements and transmission.

‘‘(3) TIMETABLES FOR COMPLIANCE WITH RE-
QUIREMENTS.—Not later than 24 months after
the date on which standards are adopted
under subsections (a) and (b) with respect to
any type of information transaction or data
element of medicare information or with re-
spect to security, a health plan shall comply
with the requirements of this section with
respect to such transaction or data element.

‘‘(4) COMPLIANCE WITH MODIFIED STAND-
ARDS.—If the Secretary adopts a modified
standard under subsection (a) or (b), a health
plan shall be required to comply with the
modified standard at such time as the Sec-
retary determines appropriate taking into
account the time needed to comply due to
the nature and extent of the modification.
However, the time determined appropriate
under the preceding sentence shall be not
earlier than the last day of the 180-day pe-
riod beginning on the date such modified
standard is adopted. The Secretary may ex-
tend the time for compliance for small
health plans, if the Secretary determines
such extension is appropriate.

‘‘(e) GENERAL PENALTY FOR FAILURE TO
COMPLY WITH REQUIREMENTS AND STAND-
ARDS.—

‘‘(1) GENERAL PENALTY.—
‘‘(A) IN GENERAL.—Except as provided in

paragraph (2), the Secretary shall impose on
any person that violates a requirement or
standard—

‘‘(i) with respect to medicare information
transactions, data elements of medicare in-
formation, or security imposed under sub-
section (a) or (b); or

‘‘(ii) with respect to health plans imposed
under subsection (d);

a penalty of not more than $100 for each such
violation of a specific standard or require-
ment, but the total amount imposed for all
such violations of a specific standard or re-
quirement during the calendar year shall not
exceed $25,000.

‘‘(B) PROCEDURES.—The provisions of sec-
tion 1128A (other than subsections (a) and (b)
and the second sentence of subsection (f))
shall apply to the imposition of a civil
money penalty under this paragraph in the
same manner as such provisions apply to the
imposition of a penalty under such section
1128A.

‘‘(C) DENIAL OF PAYMENT.—Except as pro-
vided in paragraph (2), the Secretary may
deny payment under this title for an item or
service furnished by a person if the person
fails to comply with an applicable require-
ment or standard for medicare information
relating to that item or service.

‘‘(2) LIMITATIONS.—
‘‘(A) NONCOMPLIANCE NOT DISCOVERED.—A

penalty may not be imposed under paragraph
(1) if it is established to the satisfaction of
the Secretary that the person liable for the
penalty did not know, and by exercising rea-
sonable diligence would not have known,
that such person failed to comply with the
requirement or standard described in para-
graph (1).

‘‘(B) FAILURES DUE TO REASONABLE CAUSE.—
‘‘(i) IN GENERAL.—Except as provided in

clause (ii), a penalty may not be imposed
under paragraph (1) if—

‘‘(I) the failure to comply was due to rea-
sonable cause and not to willful neglect; and

‘‘(II) the failure to comply is corrected dur-
ing the 30-day period beginning on the first
date the person liable for the penalty knew,
or by exercising reasonable diligence would
have known, that the failure to comply oc-
curred.

‘‘(ii) EXTENSION OF PERIOD.—
‘‘(I) NO PENALTY.—The period referred to in

clause (i)(II) may be extended as determined
appropriate by the Secretary based on the
nature and extent of the failure to comply.

‘‘(II) ASSISTANCE.—If the Secretary deter-
mines that a health plan failed to comply be-
cause such plan was unable to comply, the
Secretary may provide technical assistance
to such plan during the period described in
clause (i)(II). Such assistance shall be pro-
vided in any manner determined appropriate
by the Secretary.

‘‘(C) REDUCTION.—In the case of a failure to
comply which is due to reasonable cause and
not to willful neglect, any penalty under
paragraph (1) that is not entirely waived
under subparagraph (B) may be waived to the
extent that the payment of such penalty
would be excessive relative to the compli-
ance failure involved.

‘‘(f) EFFECT ON STATE LAW.—
‘‘(1) GENERAL EFFECT.—
‘‘(A) GENERAL RULE.—Except as provided in

subparagraph (B), a provision, requirement,
or standard under this section shall super-
sede any contrary provision of State law, in-
cluding a provision of State law that re-
quires medical or health plan records (in-
cluding billing information) to be main-
tained or transmitted in written rather than
electronic form.

‘‘(B) EXCEPTIONS.—A provision, require-
ment, or standard under this section shall
not supersede a contrary provision of State
law if the Secretary determines that the pro-
vision of State law should be continued for
any reason, including for reasons relating to
prevention of fraud and abuse or regulation
of controlled substances.

‘‘(2) PUBLIC HEALTH REPORTING.—Nothing in
this section shall be construed to invalidate
or limit the authority, power, or procedures
established under any law providing for the
reporting of disease or injury, child abuse,
birth, or death, public health surveillance, or
public health investigation or intervention.

‘‘(g) MEDICARE INFORMATION ADVISORY COM-
MITTEE.—

‘‘(1) ESTABLISHMENT.—There is established
a committee to be known as the Medicare In-
formation Advisory Committee (in this sub-
section referred to as the ‘committee’).

‘‘(2) DUTIES.—The committee shall—
‘‘(A) advise the Secretary in the develop-

ment of standards under this section; and
‘‘(B) be generally responsible for advising

the Secretary and the Congress on the status
and the future of the medicare information
network.

‘‘(3) MEMBERSHIP.—
‘‘(A) IN GENERAL.—The committee shall

consist of 9 members of whom—
‘‘(i) 3 shall be appointed by the President;
‘‘(ii) 3 shall be appointed by the Speaker of

the House of Representatives after consulta-
tion with the minority leader of the House of
Representatives; and

‘‘(iii) 3 shall be appointed by the President
pro tempore of the Senate after consultation
with the minority leader of the Senate.

The appointments of the members shall be
made not later than 60 days after the date of
the enactment of this section. The President
shall designate 1 member as the Chair.

‘‘(B) EXPERTISE.—The membership of the
committee shall consist of individuals who
are of recognized standing and distinction in
the areas of information systems, informa-
tion networking and integration, consumer
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health, or health care financial manage-
ment, and who possess the demonstrated ca-
pacity to discharge the duties imposed on
the committee.

‘‘(C) TERMS.—Each member of the commit-
tee shall be appointed for a term of 5 years,
except that the members first appointed
shall serve staggered terms such that the
terms of not more than 3 members expire at
one time.

‘‘(D) INITIAL MEETING.—Not later than 30
days after the date on which a majority of
the members have been appointed, the com-
mittee shall hold its first meeting.

‘‘(4) REPORTS.—Not later than 1 year after
the date of the enactment of this section,
and annually thereafter, the committee shall
submit to Congress and the Secretary a re-
port regarding—

‘‘(A) the extent to which entities using the
medicare information network are meeting
the standards adopted under this section and
working together to form an integrated net-
work that meets the needs of its users;

‘‘(B) the extent to which such entities are
meeting the security standards established
pursuant to this section and the types of
penalties assessed for noncompliance with
such standards;

‘‘(C) any problems that exist with respect
to implementation of the medicare informa-
tion network; and

‘‘(D) the extent to which timetables under
this section are being met.

Reports made under this subsection shall be
made available to health care providers,
health plans, and other entities that use the
medicare information network to exchange
medicare information.

‘‘(h) DEFINITIONS.—For purposes of this sec-
tion:

‘‘(1) CODE SET.—The term ‘code set’ means
any set of codes used for encoding data ele-
ments, such as tables of terms, enrollment
information, and encounter data.

‘‘(2) COORDINATION OF BENEFITS.—The term
‘coordination of benefits’ means determining
and coordinating the financial obligations of
health plans when health care benefits are
payable under such a plan and under this
title (including under a MedicarePlus prod-
uct).

‘‘(3) MEDICARE INFORMATION.—The term
‘medicare information’ means any informa-
tion that relates to the enrollment of indi-
viduals under this title (including informa-
tion relating to elections of MedicarePlus
products under section 1805) and the provi-
sion of health benefits (including benefits
provided under such products) under this
title.

‘‘(4) MEDICARE INFORMATION NETWORK.—The
term ‘medicare information network’ means
the medicare information system that is
formed through the application of the re-
quirements and standards established under
this section.

‘‘(5) MEDICARE INFORMATION NETWORK SERV-
ICE.—The term ‘medicare information net-
work service’ means a public or private en-
tity that—

‘‘(A) processes or facilitates the processing
of nonstandard data elements of medicare in-
formation into standard data elements;

‘‘(B) provides the means by which persons
may meet the requirements of this section;
or

‘‘(C) provides specific information process-
ing services.

‘‘(6) HEALTH PLAN.—The term ‘health plan’
means a plan which provides, or pays the
cost of, health benefits. Such term includes
the following, or any combination thereof:

‘‘(A) Part A or part B of this title, and in-
cludes a MedicarePlus product.

‘‘(B) The medicaid program under title XIX
and the MediGrant program under title XXI.

‘‘(C) A medicare supplemental policy (as
defined in section 1882(g)(1)).

‘‘(D) Worker’s compensation or similar in-
surance.

‘‘(E) Automobile or automobile medical-
payment insurance.

‘‘(F) A long-term care policy, other than a
fixed indemnity policy.

‘‘(G) The Federal Employees Health Bene-
fit Plan under chapter 89 of title 5, United
States Code.

‘‘(H) An employee welfare benefit plan, as
defined in section 3(1) of the Employee Re-
tirement Income Security Act of 1974 (29
U.S.C. 1002(1)), but only to the extent the
plan is established or maintained for the pur-
pose of providing health benefits.

‘‘(7) INDIVIDUALLY IDENTIFIABLE MEDICARE
INFORMATION.—The term ‘individually identi-
fiable medicare information’ means medi-
care enrollment information, including de-
mographic information collected from an in-
dividual, that—

‘‘(A) is created or received by a health care
provider, health plan, employer, or medicare
information network service, and

‘‘(B) identifies an individual.
‘‘(8) STANDARD SETTING ORGANIZATION.—The

term ‘standard setting organization’ means a
standard setting organization accredited by
the American National Standards Institute.

‘‘(9) STANDARD TRANSACTION.—The term
‘standard transaction’ means, when referring
to an information transaction or to data ele-
ments of medicare information, any trans-
action that meets the requirements and im-
plementation specifications adopted by the
Secretary under subsections (a) and (b).’’.

PART 5—OTHER PROVISIONS RELATING
TO PARTS A AND B

SEC. 15741. CLARIFICATION OF MEDICARE COV-
ERAGE OF ITEMS AND SERVICES AS-
SOCIATED WITH CERTAIN MEDICAL
DEVICES APPROVED FOR INVES-
TIGATIONAL USE.

(a) COVERAGE.—Nothing in title XVIII of
the Social Security Act may be construed to
prohibit coverage under part A or part B of
the medicare program of items and services
associated with the use of a medical device
in the furnishing of inpatient hospital serv-
ices (as defined for purposes of part A of the
medicare program) solely on the grounds
that the device is not an approved device,
if—

(1) the device is an investigational device;
and

(2) the device is used instead of an ap-
proved device.

(b) CLARIFICATION OF PAYMENT AMOUNT.—
Notwithstanding any other provision of title
XVIII of the Social Security Act, the amount
of payment made under the medicare pro-
gram for any item or service associated with
the use of an investigational device in the
furnishing of inpatient hospital services (as
defined for purposes of part A of the medi-
care program) may not exceed the amount of
the payment which would have been made
under the program for the item or service if
the item or service were associated with the
use of an approved device.

(c) DEFINITIONS.—In this section—
(1) the term ‘‘approved device’’ means a

medical device which has been approved for
marketing under pre-market approval under
the Federal Food, Drug, and Cosmetic Act or
cleared for marketing under a 510(k) notice
under such Act; and

(2) the term ‘‘investigational device’’
means a medical device (other than a device
described in paragraph (1)) which is approved
for investigational use under section 520(g) of
the Federal Food, Drug, and Cosmetic Act.
SEC. 15742. ADDITIONAL EXCLUSION FROM COV-

ERAGE.
(a) IN GENERAL.—Section 1862(a) (42 U.S.C.

1395y(a)), as amended by section 15525(a)(2),

section 15609B(a), and section 15701(c)(2)(C),
is amended—

(1) by striking ‘‘or’’ at the end of paragraph
(17),

(2) by striking the period at the end of
paragraph (18) and inserting ‘‘; or’’, and

(3) by inserting after paragraph (18) the fol-
lowing new paragraph:

‘‘(19) where such expenses are for items or
services, or to assist in the purchase, in
whole or in part, of health benefit coverage
that includes items or services, for the pur-
pose of causing, or assisting in causing, the
death, suicide, euthanasia, or mercy killing
of a person.’’.

(b) EFFECTIVE DATE.—The amendments
made by subsection (a) shall apply to pay-
ment for items and services furnished on or
after the date of the enactment of this Act.
SEC. 15743. COMPETITIVE BIDDING FOR CERTAIN

ITEMS AND SERVICES.
(a) ESTABLISHMENT OF DEMONSTRATION.—

Not later than 1 year after the date of the
enactment of this Act, the Secretary of
Health and Human Services shall establish
and operate over a 2-year period a dem-
onstration project in 2 geographic regions se-
lected by the Secretary under which (not-
withstanding any provision of title XVIII of
the Social Security Act to the contrary) the
amount of payment made under the medi-
care program for a selected item or service
(other than clinical diagnostic laboratory
tests) furnished in the region shall be equal
to the price determined pursuant to a com-
petitive bidding process which meets the re-
quirements of subsection (b).

(b) REQUIREMENTS FOR COMPETITIVE BID-
DING PROCESS.—The competitive bidding
process used under the demonstration
project under this section shall meet such re-
quirements as the Secretary may impose to
ensure the cost-effective delivery to medi-
care beneficiaries in the project region of
items and services of high quality.

(c) DETERMINATION OF SELECTED ITEMS OR
SERVICES.—The Secretary shall select items
and services to be subject to the demonstra-
tion project under this section if the Sec-
retary determines that the use of competi-
tive bidding with respect to the item or serv-
ice under the project will be appropriate and
cost-effective. In determining the items or
services to be selected, the Secretary shall
consult with an advisory taskforce which in-
cludes representatives of providers and sup-
pliers of items and services (including small
business providers and suppliers) in each geo-
graphic region in which the project will be
effective.
SEC. 15744. DISCLOSURE OF CRIMINAL CONVIC-

TIONS RELATING TO PROVISION OF
HOME HEALTH SERVICES.

(a) IN GENERAL.—Section 1891 (42 U.S.C.
1395bbb) is amended by adding at the end the
following new subsection:

‘‘(g) The Secretary, and each State or local
survey agency or other State agency respon-
sible for monitoring compliance of home
health agencies with requirements, shall
make available, upon request of any person,
information the Secretary or agency has on
individuals who have been convicted of felo-
nies relating to the provision of home health
services.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall take effect on
the date of the enactment of this Act.
SEC. 15745. REQUIRING RENAL DIALYSIS FACILI-

TIES TO MAKE SERVICES AVAILABLE
ON A 24-HOUR BASIS.

(a) IN GENERAL.—Section 1881(b)(1) (42
U.S.C. 1395rr(b)(1)) is amended by striking
the period at the end and inserting the fol-
lowing: ‘‘, together with a requirement (in
the case of a renal dialysis facility) that the
facility make institutional dialysis services
and supplies available on a 24-hour basis (ei-
ther directly or through arrangements with
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providers of services or other renal dialysis
facilities that meet the requirements of such
subparagraph) and that the facility provide
notice informing its patients of the other
providers of services or renal dialysis facili-
ties (if any) with whom the facility has made
such arrangements.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to items
and services furnished on or after January 1,
1996.

Subtitle I—Clinical Laboratories
SEC. 15801. EXEMPTION OF PHYSICIAN OFFICE

LABORATORIES.
Section 353(d) of the Public Health Service

Act (42 U.S.C. 263a(d)) is amended—
(1) by redesignating paragraphs (2), (3), and

(4) as paragraphs (3), (4), and (5) and by add-
ing after paragraph (1) the following:

‘‘(2) EXEMPTION OF PHYSICIAN OFFICE LAB-
ORATORIES.—

‘‘(A) IN GENERAL.—Except as provided in
subparagraph (B), a clinical laboratory in a
physician’s office (including an office of a
group of physicians) which is directed by a
physician and in which examinations and
procedures are either performed by a physi-
cian or by individuals supervised by a physi-
cian solely as an adjunct to other services
provided by the physician’s office is exempt
from this section.

‘‘(B) EXCEPTION.—A clinical laboratory de-
scribed in subparagraph (A) is not exempt
from this section when it performs a pap
smear (Papanicolaou Smear) analysis.

‘‘(C) DEFINITION.—For purposes of subpara-
graph (A), the term ‘physician’ has the same
meaning as is prescribed for such term by
section 1861(r) of the Social Security Act (42
U.S.C. 1395x(r)).’’;

(2) in paragraph (3) (as so redesignated) by
striking ‘‘(3)’’ and inserting ‘‘(4)’’; and

(3) in paragraphs (4) and (5) (as so redesig-
nated) by striking ‘‘(2)’’ and inserting ‘‘(3)’’.
Subtitle J—Lock-Box Provisions for Medicare

Part B Savings from Growth Reductions
SEC. 15901. ESTABLISHMENT OF MEDICARE

GROWTH REDUCTION TRUST FUND
FOR PART B SAVINGS.

Part B of title XVIII is amended by insert-
ing after section 1841 the following new sec-
tion:

‘‘MEDICARE GROWTH REDUCTION TRUST FUND

‘‘SEC. 1841A. (a)(1) There is hereby created
on the books of the Treasury of the United
States a trust fund to be known as the ‘Fed-
eral Medicare Growth Reduction Trust Fund’
(in this section referred to as the ‘Trust
Fund’). The Trust Fund shall consist of such
gifts and bequests as may be made as pro-
vided in section 201(i)(1) and amounts appro-
priated under paragraph (2).

‘‘(2) There are hereby appropriated to the
Trust Fund, out of any amounts in the
Treasury not otherwise appropriated,
amounts equivalent to 100 percent of the
Secretary’s estimate of the reductions in
outlays under this part that are attributable
to the Medicare Preservation Act of 1995.
The amounts appropriated by the preceding
sentence shall be transferred from time to
time (not less frequently than monthly) from
the general fund in the Treasury to the Trust
Fund.

‘‘(3)(A) Subject to subparagraph (B), with
respect to monies transferred to the Trust
Fund, no transfers, authorizations of appro-
priations, or appropriations are permitted.

‘‘(B) Beginning with fiscal year 2003, the
Secretary may expend funds in the Trust
Fund to carry out this title, but only to the
extent provided by Congress in advance
through a specific amendment to this sec-
tion.

‘‘(b) The provisions of subsections (b)
through (e) of section 1841 shall apply to the

Trust Fund in the same manner as they
apply to the Federal Supplementary Medical
Insurance Trust Fund, except that the Board
of Trustees and Managing Trustee of the
Trust Fund shall be composed of the mem-
bers of the Board of Trustees and the Manag-
ing Trustee, respectively, of the Federal Sup-
plementary Medical Insurance Trust Fund.’’.

H.R. 2425
OFFERED BY: MR. GIBBONS

(Amendment in the Nature of a Substitute)
AMENDMENT NO. 2: Strike all after the en-

acting clause and insert the following:
TITLE XV—MEDICARE

SEC. 15000. SHORT TITLE OF TITLE; AMEND-
MENTS AND REFERENCES TO OBRA;
TABLE OF CONTENTS OF TITLE.

(a) SHORT TITLE.—This title may be cited
as the ‘‘Medicare Enhancement Act of 1995’’.

(b) AMENDMENTS TO SOCIAL SECURITY
ACT.—Except as otherwise specifically pro-
vided, whenever in this title an amendment
is expressed in terms of an amendment to or
repeal of a section or other provision, the
reference shall be considered to be made to
that section or other provision of the Social
Security Act.

(c) REFERENCES TO OBRA.—In this title,
the terms ‘‘OBRA–1986’’, ‘‘OBRA–1987’’,
‘‘OBRA–1989’’, ‘‘OBRA–1990’’, and ‘‘OBRA–
1993’’ refer to the Omnibus Budget Reconcili-
ation Act of 1986 (Public Law 99–509), the
Omnibus Budget Reconciliation Act of 1987
(Public Law 100–203), the Omnibus Budget
Reconciliation Act of 1989 (Public Law 101–
239), the Omnibus Budget Reconciliation Act
of 1990 (Public Law 101–508), and the Omnibus
Budget Reconciliation Act of 1993 (Public
Law 103–66), respectively.

(d) TABLE OF CONTENTS OF TITLE.—The
table of contents of this title is as follows:
Subtitle A—Provisions Relating to Medicare

Part A
Sec. 15001. Reductions in inflation updates

for inpatient hospital services.
Sec. 15002. Continuation of current reduc-

tion in payments for capital-re-
lated costs for inpatient hos-
pital services.

Sec. 15003. Elimination of certain additional
payments for outlier cases.

Sec. 15004. Clarification of treatment of
transfers.

Sec. 15005. Prospective payment for skilled
nursing facilities.

Sec. 15006. Maintaining savings resulting
from temporary freeze on pay-
ment increases for skilled nurs-
ing facilities.

Subtitle B—Provisions Relating to Medicare
Part B

Sec. 15101. Payment for physicians’ services.
Sec. 15102. Freeze in updates to payment

amounts for certain items and
services.

Sec. 15103. Reduction in effective beneficiary
coinsurance rate for certain
hospital outpatient services.

Sec. 15104. Expanding coverage of preventive
benefits.

Sec. 15105. Reduction in payment for cap-
ital-related costs of hospital
outpatient services.

Sec. 15106. Part B premium.
Sec. 15107. Ensuring payment for physician

and nurse for jointly furnished
anesthesia services.

Subtitle C—Provisions Relating to Parts A
and B

PART 1—MEDICARE SECONDARY PAYOR

Sec. 15201. Extension of existing secondary
payer requirements.

Sec. 15202. Clarification of time and filing
limitations.

Sec. 15203. Clarification of liability of third
party–administrators.

Sec. 15204. Clarification of payment
amounts to medicare.

Sec. 15205. Conditions for double damages.
PART 2—OTHER PROVISIONS RELATING TO

PARTS A AND B
Sec. 15221. Making additional choices of

health plans available to bene-
ficiaries.

Sec. 15222. Teaching hospital and graduate
medical education trust fund.

Sec. 15223. Revisions in determination of
amount of payment for medical
education.

Sec. 15224. Payments for home health serv-
ices.

Sec. 15225. Requiring health maintenance or-
ganizations to cover appro-
priate range of services.

Sec. 15226. Clarification of medicare cov-
erage of items and services as-
sociated with certain medical
devices approved for investiga-
tional use.

Sec. 15227. Commission on the Future of
Medicare and the Protection of
the Health of the Nation’s Sen-
ior Citizens.

Subtitle D—Preventing Fraud and Abuse
PART 1—AMENDMENTS TO ANTI-FRAUD AND

ABUSE PROVISIONS APPLICABLE TO MEDI-
CARE, MEDICAID, AND STATE HEALTH CARE
PROGRAMS

Sec. 15301. Anti-kickback statutory provi-
sions.

Sec. 15302. Civil money penalties.
Sec. 15303. Private right of action.
Sec. 15304. Amendments to exclusionary pro-

visions in fraud and abuse pro-
gram.

Sec. 15305. Sanctions against practitioners
and persons for failure to com-
ply with statutory obligations
relating to quality of care.

Sec. 15306. Revisions to criminal penalties.
Sec. 15307. Definitions.
Sec. 15308. Effective date.

PART 2—INTERPRETIVE RULINGS ON
KICKBACKS AND SELF-REFERRAL

Sec. 15311. Establishment of process for issu-
ance of interpretive rulings.

Sec. 15312. Effect of issuance of interpretive
ruling.

Sec. 15313. Imposition of fees.
PART 3—DIRECT SPENDING FOR ANTI-FRAUD

ACTIVITIES UNDER MEDICARE

Sec. 15321. Direct spending for anti-fraud ac-
tivities under medicare.

PART 4—PREEMPTION OF STATE CORPORATE
PRACTICE LAWS UNDER MEDICARE

Sec. 15331. Preemption of State laws prohib-
iting corporate practice of med-
icine for purposes of medicare.

PART 5—MEDICARE ANTI-FRAUD AND ABUSE
COMMISSION

Sec. 15341. Establishment of Medicare Anti-
Fraud and Abuse Commission.

Sec. 15342. Functions of Commission.
Sec. 15343. Organization and compensation.
Sec. 15344. Staff of Commission.
Sec. 15345. Authority of Commission.
Sec. 15346. Termination.
Sec. 15347. Authorization of appropriations.
Subtitle A—Provisions Relating to Medicare

Part A
SEC. 15001. REDUCTIONS IN INFLATION UPDATES

FOR INPATIENT HOSPITAL SERV-
ICES.

(a) PPS HOSPITALS.—Section 1886(b)
(3)(B)(i) (42 U.S.C. 1395ww(b)(3)(B)(i)) is
amended by striking subclauses (XI), (XII),
and (XIII) and inserting the following:

‘‘(XI) for each of the fiscal years 1996
through 2002, the market basket percentage
increase minus 0.5 percentage point for hos-
pitals located in a rural area and the market
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basket percentage increase minus 1.0 per-
centage point for all other hospitals, and

‘‘(XII) for fiscal year 2003 and each subse-
quent fiscal year, the market basket per-
centage increase for hospitals in all areas.’’.

(b) PPS-EXEMPT HOSPITALS.—Section
1886(b)(3)(B)(ii) (42 U.S.C. 1395ww(b)(3)(B)(ii))
is amended—

(1) in subclause (V)—
(A) by striking ‘‘thorugh 1997’’ and insert-

ing ‘‘through 1995’’, and
(B) by striking ‘‘and’’ at the end;
(2) by redesignating subclause (VI) as

subclause (VII); and
(3) by inserting after subclause (V) the fol-

lowing new subclause:
‘‘(VI) fiscal years 1996 through 2002, is the

market basket percentage increase minus 0.5
percentage point for hospitals located in a
rural area and the market basket percentage
increase minus 1.0 percentage point for all
other hospitals, and’’.
SEC. 15002. CONTINUATION OF CURRENT REDUC-

TION IN PAYMENTS FOR CAPITAL-
RELATED COSTS FOR INPATIENT
HOSPITAL SERVICES.

(a) REDUCTION IN PAYMENTS FOR PPS HOS-
PITALS.—Section 1886(g)(1)(A) (42 U.S.C.
1395ww(g)(1)(A)) is amended in the second
sentence by striking ‘‘through 1995’’ and in-
serting ‘‘through 2002’’.

(b) REDUCTION IN PAYMENTS FOR PPS-EX-
EMPT HOSPITALS.—Section 1886(g) (42 U.S.C.
1395ww(g)) is amended by adding at the end
the following new paragraph:

‘‘(4)(A) Except as provided in subparagraph
(B), in determining the amount of the pay-
ments that may be made under this title
with respect to all the capital-related costs
of inpatient hospital services furnished dur-
ing fiscal years 1996 through 2002 of a hos-
pital which is not a subsection (d) hospital or
a subsection (d) Puerto Rico hospital, the
Secretary shall reduce the amounts of such
payments otherwise determined under this
title by 10 percent.

‘‘(B) Subparagraph (A) shall not apply to
payments with respect to the capital-related
costs of any hospital that is a sole commu-
nity hospital (as defined in subsection
(d)(5)(D)(iii) or a rural primary care hospital
(as defined in section 1861(mm)(1)).’’.
SEC. 15003. ELIMINATION OF CERTAIN ADDI-

TIONAL PAYMENTS FOR OUTLIER
CASES.

(a) INDIRECT MEDICAL EDUCATION.—Section
1886(d)(5)(B)(i)(I) (42 U.S.C.
1395ww(d)(5)(B)(i)(I)) is amended—

(1) by striking ‘‘the sum of’’; and
(2) by striking ‘‘and the amount paid to the

hospital under subparagraph (A)’’.
(b) DISPROPORTIONATE SHARE ADJUST-

MENTS.—Section 1886(d)(5)(F)(ii)(I) (42 U.S.C.
1395ww(d)(5)(F)(ii)(I)) is amended—

(1) by striking ‘‘the sum of’’; and
(2) by striking ‘‘and the amount paid to the

hospital under subparagraph (A) for that dis-
charge’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to dis-
charges occurring on or after October 1, 1995.
SEC. 15004. CLARIFICATION OF TREATMENT OF

TRANSFERS.
(a) IN GENERAL.—Section 1886(d)(5)(I) (42

U.S.C. 1395ww(d)(5)(I)) is amended by adding
at the end the following new clause:

‘‘(iii) In making adjustments under clause
(i) for transfer cases, the Secretary shall
treat as a transfer any transfer to a hospital
(without regard to whether or not the hos-
pital is a subsection (d) hospital), a unit
thereof, or a skilled nursing facility.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to dis-
charges occurring on or after October 1, 1995.
SEC. 15005. PROSPECTIVE PAYMENT FOR

SKILLED NURSING FACILITIES.
Section 1888 (42 U.S.C. 1395yy) is amended

by adding at the end the following:

‘‘(e) Notwithstanding any other provision
of this title, the Secretary shall, for cost re-
porting periods beginning on or after October
1, 1996, provide for payment for routine costs
of extended care services in accordance with
a prospective payment system established by
the Secretary, subject to the limitations in
subsections (f) through (h).

‘‘(f)(1) The amount of payment under sub-
section (e) shall be determined on a per diem
basis.

‘‘(2) The Secretary shall compute the rou-
tine costs per diem in a base year (deter-
mined by the Secretary) for each skilled
nursing facility, and shall update the per
diem rate on the basis of a market basket
and other factors as the Secretary deter-
mines appropriate.

‘‘(3) The per diem rate applicable to a
skilled nursing facility may not exceed the
following limits—

‘‘(A) With respect to skilled nursing facili-
ties located in rural areas, the limit shall be
equal to 112 percent of the mean per diem
routine costs in a base year (determined by
the Secretary) for freestanding skilled nurs-
ing facilities located in rural areas within
the same region, as updated by the same per-
centage determined under paragraph (2).

‘‘(B) With respect to skilled nursing facili-
ties located in urban areas, the limit shall be
equal to 112 percent of the mean per diem
routine costs in a base year (determined by
the Secretary) for freestanding skilled nurs-
ing facilities located in urban areas within
the same region, updated by the same per-
centage determined under paragraph (2).

‘‘(g) In the case of a hospital-based skilled
nursing facility or a skilled nursing facility
receiving payment under subsection (d) as of
the date of enactment of this provision, the
amount of payment to the facility based on
application of subsections (e) and (f) may not
be less than the per diem rate applicable to
the facility for routine costs on the date of
enactment of this provision.

‘‘(h) Notwithstanding any other provision
of this title, the Secretary shall, for cost re-
porting periods beginning on or after October
1, 1998, provide for payment for all costs of
extended care services (including routine
service costs, ancillary costs, and capital-re-
lated costs) in accordance with a prospective
payment system established by the Sec-
retary. The Secretary shall adjust the pay-
ment amounts under this subsection in a
manner to assure that the aggregate pay-
ments made under this subsection in a fiscal
year result in a 5 percent reduction (as esti-
mated by the Secretary) in the amount of
payments that would otherwise have been
made for such fiscal year.

‘‘(i) The Secretary may provide for such
exceptions as the Secretary determines ap-
propriate to the amount of payment based on
application of subsections (e) though (h).’’
SEC. 15006. MAINTAINING SAVINGS RESULTING

FROM TEMPORARY FREEZE ON PAY-
MENT INCREASES FOR SKILLED
NURSING FACILITIES.

(a) BASING UPDATES TO PER DIEM COST LIM-
ITS ON LIMITS FOR FISCAL YEAR 1993.—

(1) IN GENERAL.—The last sentence of sec-
tion 1888(a) (42 U.S.C. 1395yy(a)) is amended
by adding at the end the following: ‘‘(except
that such updates may not take into account
any changes in the routine service costs of
skilled nursing facilities occurring during
cost reporting periods which began during
fiscal year 1994 or fiscal year 1995).’’.

(2) NO EXCEPTIONS PERMITTED BASED ON
AMENDMENT.—The Secretary of Health and
Human Services shall not consider the
amendment made by paragraph (1) in mak-
ing any adjustments pursuant to section
1888(c) of the Social Security Act.

(b) PAYMENTS DETERMINED ON PROSPECTIVE
BASIS.—Any change made by the Secretary

of Health and Human Services in the amount
of any prospective payment paid to a skilled
nursing facility under section 1888(d) of the
Social Security Act for cost reporting peri-
ods beginning on or after October 1, 1995,
may not take into account any changes in
the costs of services occurring during cost
reporting periods which began during fiscal
year 1994 or fiscal year 1995.
Subtitle B—Provisions Relating to Medicare

Part B
SEC. 15101. PAYMENT FOR PHYSICIANS’ SERV-

ICES.
(a) REPLACEMENT OF VOLUME PERFORMANCE

STANDARD WITH CUMULATIVE EXPENDITURE
TARGET.—Section 1848(f)(2) (42 U.S.C.
1395w@4(f)(2)) is amended to read as follows:

‘‘(f) CUMULATIVE EXPENDITURE TARGET.—
‘‘(1) SPECIFICATION OF TARGET.—
‘‘(A) FISCAL YEAR 1996.—The cumulative

expenditure target for all physicians’ serv-
ices and for each category of such services
for fiscal year 1996 shall be equal to the prod-
uct of—

‘‘(i) 1 plus the Secretary’s estimate of the
percentage change in the medicare economic
index for 1996 (described in the fourth sen-
tence of section 1842(b)(3)) (divided by 100),

‘‘(ii) 1 plus the Secretary’s estimate of the
percentage change (divided by 100) in the av-
erage number of individuals enrolled under
this part (other than private plan enrollees)
from fiscal year 1995 to fiscal year 1996,

‘‘(iii) 1 plus the Secretary’s estimate of the
projected percentage growth in real gross do-
mestic product per capita (divided by 100)
from fiscal year 1995 to fiscal year 1996, plus
2 percentage points, and

‘‘(iv) 1 plus the Secretary’s estimate of the
percentage change (divided by 100) in expend-
itures for all physicians’ services or of the
category of physicians’ services in fiscal
year 1996 (compared with fiscal year 1995)
which will result from changes in law, deter-
mined without taking into account esti-
mated changes in expenditures due to
changes in the volume and intensity of phy-
sicians’ services or changes in expenditures
resulting from changes in the update to the
conversion factor under subsection (d),

minus 1 and multiplied by 100.
‘‘(B) SUBSEQUENT FISCAL YEARS.—The cu-

mulative expenditure target for all physi-
cians’ services and for each category of phy-
sicians’ services for fiscal year 1997 and each
subsequent fiscal year shall be equal to the
cumulative expenditure target determined
under this paragraph for the previous fiscal
year, increased by the product of—

‘‘(i) 1 plus the Secretary’s estimate of the
percentage change in the medicare economic
index for the fiscal year involved (described
in the fourth sentence of section 1842(b)(3))
(divided by 100),

‘‘(ii) 1 plus the Secretary’s estimate of the
percentage change (divided by 100) in the av-
erage number of individuals enrolled under
this part (other than private plan enrollees)
from the previous fiscal year to the fiscal
year involved,

‘‘(iii) 1 plus the Secretary’s estimate of the
projected percentage growth in real gross do-
mestic product per capita (divided by 100)
from the previous fiscal year to the fiscal
year involved, plus 2 percentage points, and

‘‘(iv) 1 plus the Secretary’s estimate of the
percentage change (divided by 100) in expend-
itures for all physicians’ services or of the
category of physicians’ services in the fiscal
year (compared with the previous fiscal
year) which will result from changes in law,
determined without taking into account es-
timated changes in expenditures due to
changes in the volume and intensity of phy-
sicians’ services or changes in expenditures
resulting from changes in the update to the
conversion factor under subsection (d)(3),
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minus 1 and multiplied by 100.’’.

‘‘(2) EXCLUSION OF SERVICES FURNISHED TO
PRIVATE PLAN ENROLLEES.—In this sub-
section, the term ‘physicians’ services’ with
respect to a fiscal year does not include serv-
ices furnished to an individual enrolled
under this part who has elected to receive
benefits under this title for the fiscal year
through enrollment with an eligible organi-
zation with a risk-sharing contract under
section 1876.’’.

(b) ESTABLISHING UPDATE TO CONVERSION
FACTOR TO MATCH SPENDING UNDER CUMU-
LATIVE EXPENDITURE TARGET.—

(1) IN GENERAL.—Section 1848(d) (42 U.S.C.
1395w@4(d)(3)) is amended—

(A) by striking paragraph (2);
(B) by amending paragraph (3) to read as

follows:
‘‘(3) UPDATE.—
‘‘(A) IN GENERAL.—Subject to subparagraph

(E), for purposes of this section the update
for a year (beginning with 1997) is equal to
the product of—

‘‘(i) 1 plus the Secretary’s estimate of the
percentage increase in the medicare eco-
nomic index (described in the fourth sen-
tence of section 1842(b)(3)) for the year (di-
vided by 100), and

‘‘(ii) 1 plus the Secretary’s estimate of the
update adjustment factor for the year (di-
vided by 100),
minus 1 and multiplied by 100.

‘‘(B) UPDATE ADJUSTMENT FACTOR.—The
‘update adjustment factor’ for a year for a
category of physicians’ services is equal to
the quotient of—

‘‘(i) the difference between (I) the sum of
the allowed expenditures for physicians’
services in such category furnished during
each of the years 1995 through the year in-
volved and (II) the sum of the amount of ac-
tual expenditures for physicians’ services
furnished in such category during each of the
years 1995 through the previous year; divided
by

‘‘(ii) the Secretary’s estimate of allowed
expenditures for physicians’ services in such
category furnished during the year.

‘‘(C) DETERMINATION OF ALLOWED EXPENDI-
TURES.—For purposes of subparagraph (B),
allowed expenditures for physicians’ services
in a category of physicians’ services shall be
determined as follows (as estimated by the
Secretary):

‘‘(i) In the case of allowed expenditures for
1995, such expenditures shall be equal to ac-
tual expenditures for services furnished dur-
ing the 12-month period ending with June of
1995.

‘‘(ii) In the case of allowed expenditures for
1996 and each subsequent year, such expendi-
tures shall be equal to allowed expenditures
for the previous year, increased by the cumu-
lative expenditure target under subsection
(f) for the fiscal year which begins during the
year.

‘‘(D) DETERMINATION OF ACTUAL EXPENDI-
TURES.—For purposes of subparagraph (B),
the amount of actual expenditures for physi-
cians’ services in a category of physicians’
services furnished during a year shall be
equal to the amount of expenditures for such
services during the 12-month period ending
with June of the previous year.

‘‘(E) RESTRICTION ON VARIATION FROM MEDI-
CARE ECONOMIC INDEX.—Notwithstanding the
amount of the update adjustment factor de-
termined under subparagraph (B) for a year,
the update in the conversion factor under
this paragraph for the year may not be—

‘‘(i) greater than 103 percent of the Sec-
retary’s estimate of the percentage increase
in the medicare economic index (described in
the fourth sentence of section 1842(b)(3)) for
the year; or

‘‘(ii) less than 92.5 percent of the Sec-
retary’s estimate of the percentage increase

in the medicare economic index (described in
the fourth sentence of section 1842(b)(3)) for
the year.’’; and

(C) by adding at the end the following new
paragraph:

‘‘(4) REPORTING REQUIREMENTS.—
‘‘(A) IN GENERAL.—Not later than Novem-

ber 1 of each year (beginning with 1996), the
Secretary shall transmit to the Congress a
report that describes the update in the con-
version factor for physicians’ services (as de-
fined in subsection (f)(3)(A)) in the following
year.

‘‘(B) COMMISSION REVIEW.—The Medicare
Payment Review Commission shall review
the report submitted under subparagraph (A)
for a year and shall submit to the Congress,
by not later than December 1 of the year, a
report containing its analysis of the conver-
sion factor for the following year.’’.

(2) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to physi-
cians’ services furnished on or after January
1, 1997.

(c) ESTABLISHMENT OF SINGLE CONVERSION
FACTOR FOR 1996.—Section 1848(d)(1) (42
U.S.C. 1395w@4(d)(1)) is amended—

(1) by redesignating subparagraph (C) as
subparagraph (D); and

(2) by inserting after subparagraph (B) the
following new subparagraph:

‘‘(C) SPECIAL RULE FOR 1996.—For 1996, the
conversion factor under this subsection shall
be $34.60 for all physicians’ services.’’.
SEC. 15102. FREEZE IN UPDATES TO PAYMENT

AMOUNTS FOR CERTAIN ITEMS AND
SERVICES.

(a) CLINICAL DIAGNOSTIC LABORATORY
TESTS.—Section 1833(h)(2)(A)(ii)(IV) (42
U.S.C. 1395l(h)(2)(A)(ii)(IV)) is amended strik-
ing ‘‘1994 and 1995’’ and inserting ‘‘1994, 1995,
1996, and 1997’’.

(b) DURABLE MEDICAL EQUIPMENT.—
(1) COVERED ITEMS.—Section 1834(a)(14) (42

U.S.C. 1395m(a)(14)) is amended—
(A) by striking ‘‘and’’ at the end of sub-

paragraph (A);
(B) in subparagraph (B)—
(i) by striking ‘‘a subsequent year’’ and in-

serting ‘‘1993, 1994, and 1995’’, and
(ii) by striking the period at the end and

inserting ‘‘; and’’; and
(C) by adding at the end the following:
‘‘(C) for 1996 and 1997, 0 percentage points;

and
‘‘(D) for a subsequent year, the percentage

increase in the consumer price index for all
urban consumers (U.S. urban average) for
the 12-month period ending with June of the
previous year.’’.

(2) ORTHOTICS AND PROSTHETICS.—Section
1834(h)(4)(A)(iii) (42 U.S.C. 1395m(h)(4)(A)(iii))
is amended by striking ‘‘1994 and 1995’’ and
inserting ‘‘1994, 1995, 1996, and 1997’’.

(c) AMBULATORY SURGICAL CENTER SERV-
ICES.—The Secretary of Health and Human
Services shall not provide for any inflation
update in the payment amounts under sub-
paragraphs (A) and (B) of section 1833(i)(2) of
the Social Security Act for fiscal years 1996
and 1997.
SEC. 15103. REDUCTION IN EFFECTIVE BENE-

FICIARY COINSURANCE RATE FOR
CERTAIN HOSPITAL OUTPATIENT
SERVICES.

(a) IN GENERAL.—
(1) AMBULATORY SURGICAL CENTER PROCE-

DURES.—Section 1833(i)(3)(B)(i)(II) (42 U.S.C.
1395l(i)(3)(B)(i)(II)) is amended—

(A) by striking ‘‘of 80 percent’’; and
(B) by striking the period at the end and

inserting the following: ‘‘, less the amount a
provider may charge as described in clause
(ii) of section 1866(a)(2)(A).’’.

(2) RADIOLOGY SERVICES AND DIAGNOSTIC
PROCEDURES.—Section 1833(n)(1)(B)(i)(II) (42
U.S.C. 1395l(n)(1)(B)(i)(II)) is amended—

(A) by striking ‘‘of 80 percent’’; and

(B) by striking the period at the end and
inserting the following: ‘‘, less the amount a
provider may charge as described in clause
(ii) of section 1866(a)(2)(A).’’.

(b) REDUCTION IN BENEFICIARY COINSURANCE
RATE.—Section 1866(a)(2) (42 U.S.C.
1395cc(a)(2)) is amended by adding at the end
the following new subparagraph:

‘‘(E)(i) In the case of services furnished
during a year for which the amount of pay-
ment under part B is determined under sec-
tion 1833(i) or section 1833(n), clause (ii) of
subparagraph (A) shall be applied by reduc-
ing ‘20 percent’ by the percentage established
for the year under clause (ii).

‘‘(ii) The percentage established for a year
under this clause shall be the percentage
which, if applied for the year, will result in
a reduction in projected total coinsurance
payments under part B during the year in an
amount equal to the Secretary’s estimate of
the reduction in expenditures under part B
which would have occurred as a result of the
enactment of section 15103(a) of the Medicare
Enhancement Act of 1995 if this subpara-
graph were not in effect for the year.

‘‘(iii) The Secretary shall establish and
publish the percentage established for a year
under this clause not later than October 1
preceding the year involved (or not later
than December 1, 1995, in the case of the per-
centage established for 1996).’’.

(c) EFFECTIVE DATE.—The amendments
made by subsections (a) and (b) shall apply
to services furnished during portions of cost
reporting periods occurring on or after Janu-
ary 1, 1996.
SEC. 15104. EXPANDING COVERAGE OF PREVEN-

TIVE BENEFITS.
(a) PROVIDING ANNUAL SCREENING MAMMOG-

RAPHY FOR WOMEN OVER AGE 49.—Section
1834(c)(2)(A) (42 U.S.C. 1395m(c)(2)(A)) is
amended—

(1) in clause (iv), by striking ‘‘but under 65
years of age,’’; and

(2) by striking clause (v).
(b) COVERAGE OF SCREENING PAP SMEAR

AND PELVIC EXAMS.—
(1) COVERAGE OF PELVIC EXAM; INCREASING

FREQUENCY OF COVERAGE OF PAP SMEAR.—Sec-
tion 1861(nn) (42 U.S.C. 1395x(nn)) is amend-
ed—

(A) in the heading, by striking ‘‘Smear’’
and inserting ‘‘Smear; Screening Pelvic
Exam’’;

(B) by striking ‘‘(nn)’’ and inserting
‘‘(nn)(1)’’;

(C) by striking ‘‘3 years’’ and all that fol-
lows and inserting ‘‘3 years, or during the
preceding year in the case of a woman de-
scribed in paragraph (3).’’; and

(D) by adding at the end the following new
paragraphs:

‘‘(2) The term ‘screening pelvic exam’
means an pelvic examination provided to a
woman if the woman involved has not had
such an examination during the preceding 3
years, or during the preceding year in the
case of a woman described in paragraph (3),
and includes a clinical breast examination.

‘‘(3) A woman described in this paragraph
is a woman who—

‘‘(A) is of childbearing age and has not had
a test described in this subsection during
each of the preceding 3 years that did not in-
dicate the presence of cervical cancer; or

‘‘(B) is at high risk of developing cervical
cancer (as determined pursuant to factors
identified by the Secretary).’’.

(2) WAIVER OF DEDUCTIBLE.—The first sen-
tence of section 1833(b) (42 U.S.C. 1395l(b)), as
amended by subsection (a)(2), is amended—

(A) by striking ‘‘and (5)’’ and inserting
‘‘(5)’’; and

(B) by striking the period at the end and
inserting the following: ‘‘, and (6) such de-
ductible shall not apply with respect to
screening pap smear and screening pelvic
exam (as described in section 1861(nn)).’’.
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(3) CONFORMING AMENDMENTS.—(A) Section

1861(s)(14) (42 U.S.C. 1395x(s)(14)) is amended
by inserting ‘‘and screening pelvic exam’’
after ‘‘screening pap smear’’.

(B) Section 1862(a)(1)(F) (42 U.S.C.
1395y(a)(1)(F)) is amended by inserting ‘‘and
screening pelvic exam’’ after ‘‘screening pap
smear’’.

(c) COVERAGE OF COLORECTAL SCREENING.—
(1) IN GENERAL.—Section 1834 (42 U.S.C.

1395m) is amended by inserting after sub-
section (c) the following new subsection:

‘‘(d) FREQUENCY AND PAYMENT LIMITS FOR
SCREENING FECAL-OCCULT BLOOD TESTS,
SCREENING FLEXIBLE SIGMOIDOSCOPIES, AND
SCREENING COLONOSCOPY.—

‘‘(1) FREQUENCY LIMITS FOR SCREENING
FECAL-OCCULT BLOOD TESTS.—Subject to revi-
sion by the Secretary under paragraph (4), no
payment may be made under this part for a
screening fecal-occult blood test provided to
an individual for the purpose of early detec-
tion of colon cancer if the test is performed—

‘‘(A) in the case of an individual under 65
years of age, more frequently than is pro-
vided in a periodicity schedule established
by the Secretary for purposes of this sub-
paragraph; or

‘‘(B) in the case of any other individual,
within the 11 months following the month in
which a previous screening fecal-occult blood
test was performed.

‘‘(2) SCREENING FLEXIBLE
SIGMOIDOSCOPIES.—

‘‘(A) PAYMENT AMOUNT.—The Secretary
shall establish a payment amount under sec-
tion 1848 with respect to screening flexible
sigmoidoscopies provided for the purpose of
early detection of colon cancer that is con-
sistent with payment amounts under such
section for similar or related services, except
that such payment amount shall be estab-
lished without regard to subsection (a)(2)(A)
of such section.

‘‘(B) FREQUENCY LIMITS.—Subject to revi-
sion by the Secretary under paragraph (4), no
payment may be made under this part for a
screening flexible sigmoidoscopy provided to
an individual for the purpose of early detec-
tion of colon cancer if the procedure is per-
formed—

‘‘(i) in the case of an individual under 65
years of age, more frequently than is pro-
vided in a periodicity schedule established
by the Secretary for purposes of this sub-
paragraph; or

‘‘(ii) in the case of any other individual,
within the 59 months following the month in
which a previous screening flexible
sigmoidoscopy was performed.

‘‘(3) SCREENING COLONOSCOPY FOR INDIVID-
UALS AT HIGH RISK FOR COLORECTAL CANCER.—

‘‘(A) PAYMENT AMOUNT.—The Secretary
shall establish a payment amount under sec-
tion 1848 with respect to screening
colonoscopy for individuals at high risk for
colorectal cancer (as determined in accord-
ance with criteria established by the Sec-
retary) provided for the purpose of early de-
tection of colon cancer that is consistent
with payment amounts under such section
for similar or related services, except that
such payment amount shall be established
without regard to subsection (a)(2)(A) of such
section.

‘‘(B) FREQUENCY LIMIT.—Subject to revision
by the Secretary under paragraph (4), no
payment may be made under this part for a
screening colonoscopy for individuals at high
risk for colorectal cancer provided to an in-
dividual for the purpose of early detection of
colon cancer if the procedure is performed
within the 47 months following the month in
which a previous screening colonoscopy was
performed.

‘‘(C) FACTORS CONSIDERED IN ESTABLISHING
CRITERIA FOR DETERMINING INDIVIDUALS AT
HIGH RISK.—In establishing criteria for deter-

mining whether an individual is at high risk
for colorectal cancer for purposes of this
paragraph, the Secretary shall take into con-
sideration family history, prior experience of
cancer, a history of chronic digestive disease
condition, and the presence of any appro-
priate recognized gene markers for
colorectal cancer.

‘‘(4) REVISION OF FREQUENCY.—
‘‘(A) REVIEW.—The Secretary shall review

periodically the appropriate frequency for
performing screening fecal-occult blood
tests, screening flexible sigmoidoscopies, and
screening colonoscopy based on age and such
other factors as the Secretary believes to be
pertinent.

‘‘(B) REVISION OF FREQUENCY.—The Sec-
retary, taking into consideration the review
made under clause (i), may revise from time
to time the frequency with which such tests
and procedures may be paid for under this
subsection.’’.

(2) CONFORMING AMENDMENTS.—(A) Para-
graphs (1)(D) and (2)(D) of section 1833(a) (42
U.S.C. 1395l(a)) are each amended by striking
‘‘subsection (h)(1),’’ and inserting ‘‘sub-
section (h)(1) or section 1834(d)(1),’’.

(B) Clauses (i) and (ii) of section
1848(a)(2)(A) (42 U.S.C. 1395w–4(a)(2)(A)) are
each amended by striking ‘‘a service’’ and in-
serting ‘‘a service (other than a screening
flexible sigmoidoscopy provided to an indi-
vidual for the purpose of early detection of
colon cancer or a screening colonoscopy pro-
vided to an individual at high risk for
colorectal cancer for the purpose of early de-
tection of colon cancer)’’.

(C) Section 1862(a) (42 U.S.C. 1395y(a)) is
amended—

(i) in paragraph (1)—
(I) in subparagraph (E), by striking ‘‘and’’

at the end;
(II) in subparagraph (F), by striking the

semicolon at the end and inserting ‘‘, and’’;
and

(III) by adding at the end the following new
subparagraph:

‘‘(G) in the case of screening fecal-occult
blood tests, screening flexible
sigmoidoscopies, and screening colonoscopy
provided for the purpose of early detection of
colon cancer, which are performed more fre-
quently than is covered under section
1834(d);’’; and

(ii) in paragraph (7), by striking ‘‘para-
graph (1)(B) or under paragraph (1)(F)’’ and
inserting ‘‘subparagraphs (B), (F), or (G) of
paragraph (1)’’.

(d) PROSTATE CANCER SCREENING TESTS.—
(1) IN GENERAL.—Section 1861(s)(2) (42

U.S.C. 1395x(s)(2)) is amended—
(A) by striking ‘‘and’’ at the end of sub-

paragraph (N) and subparagraph (O); and
(B) by inserting after subparagraph (O) the

following new subparagraph:
‘‘(P) prostate cancer screening tests (as de-

fined in subsection (oo)); and’’.
(2) TESTS DESCRIBED.—Section 1861 (42

U.S.C. 1395x) is amended by adding at the end
the following new subsection:

‘‘Prostate Cancer Screening Tests
‘‘(oo) The term ‘prostate cancer screening

test’ means a test that consists of a digital
rectal examination or a prostate-specific
antigen blood test (or both) provided for the
purpose of early detection of prostate cancer
to a man over 40 years of age who has not
had such a test during the preceding year.’’.

(3) PAYMENT FOR PROSTATE-SPECIFIC ANTI-
GEN BLOOD TEST UNDER CLINICAL DIAGNOSTIC
LABORATORY TEST FEE SCHEDULES.—Section
1833(h)(1)(A) (42 U.S.C. 1395l(h)(1)(A)) is
amended by inserting after ‘‘laboratory
tests’’ the following: ‘‘(including prostate
cancer screening tests under section 1861(oo)
consisting of prostate-specific antigen blood
tests)’’.

(4) CONFORMING AMENDMENT.—Section
1862(a) (42 U.S.C. 1395y(a)), as amended by
subsection (c)(3)(C), is amended—

(A) in paragraph (1)—
(i) in subparagraph (F), by striking ‘‘and’’

at the end,
(ii) in subparagraph (G), by striking the

semicolon at the end and inserting ‘‘, and’’,
and

(iii) by adding at the end the following new
subparagraph:

‘‘(H) in the case of prostate cancer screen-
ing test (as defined in section 1861(oo)) pro-
vided for the purpose of early detection of
prostate cancer, which are performed more
frequently than is covered under such sec-
tion;’’; and

(B) in paragraph (7), by striking ‘‘or (G)’’
and inserting ‘‘(G), or (H)’’.

(e) DIABETES SCREENING BENEFITS.—
(1) DIABETES OUTPATIENT SELF-MANAGEMENT

TRAINING SERVICES.—
(A) IN GENERAL.—Section 1861(s)(2) (42

U.S.C. 1395x(s)(2)), as amended by subsection
(d)(1), is amended—

(i) by striking ‘‘and’’ at the end of subpara-
graph (N);

(ii) by striking ‘‘and’’ at the end of sub-
paragraph (O); and

(iii) by inserting after subparagraph (O)
the following new subparagraph:

‘‘(P) diabetes outpatient self-management
training services (as defined in subsection
(pp)); and’’.

(B) DEFINITION.—Section 1861 (42 U.S.C.
1395x), as amended by subsection (d)(2), is
amended by adding at the end the following
new subsection:

‘‘DIABETES OUTPATIENT SELF-MANAGEMENT
TRAINING SERVICES

‘‘(pp)(1) The term ‘diabetes outpatient self-
management training services’ means edu-
cational and training services furnished to
an individual with diabetes by or under ar-
rangements with a certified provider (as de-
scribed in paragraph (2)(A)) in an outpatient
setting by an individual or entity who meets
the quality standards described in paragraph
(2)(B), but only if the physician who is man-
aging the individual’s diabetic condition cer-
tifies that such services are needed under a
comprehensive plan of care related to the in-
dividual’s diabetic condition to provide the
individual with necessary skills and knowl-
edge (including skills related to the self-ad-
ministration of injectable drugs) to partici-
pate in the management of the individual’s
condition.

‘‘(2) In paragraph (1)—
‘‘(A) a ‘certified provider’ is an individual

or entity that, in addition to providing dia-
betes outpatient self-management training
services, provides other items or services for
which payment may be made under this
title; and

‘‘(B) an individual or entity meets the
quality standards described in this para-
graph if the individual or entity meets qual-
ity standards established by the Secretary,
except that the individual or entity shall be
deemed to have met such standards if the in-
dividual or entity meets applicable stand-
ards originally established by the National
Diabetes Advisory Board and subsequently
revised by organizations who participated in
the establishment of standards by such
Board, or is recognized by the American Dia-
betes Association as meeting standards for
furnishing the services.’’.

(C) CONSULTATION WITH ORGANIZATIONS IN
ESTABLISHING PAYMENT AMOUNTS FOR SERV-
ICES PROVIDED BY PHYSICIANS.—In establish-
ing payment amounts under section 1848(a)
of the Social Security Act for physicians’
services consisting of diabetes outpatient
self-management training services, the Sec-
retary of Health and Human Services shall
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consult with appropriate organizations, in-
cluding the American Diabetes Association,
in determining the relative value for such
services under section 1848(c)(2) of such Act.

(2) BLOOD-TESTING STRIPS FOR INDIVIDUALS
WITH DIABETES.—

(A) INCLUDING STRIPS AS DURABLE MEDICAL
EQUIPMENT.—Section 1861(n) (42 U.S.C.
1395x(n)) is amended by striking the semi-
colon in the first sentence and inserting the
following: ‘‘, and includes blood-testing
strips for individuals with diabetes without
regard to whether the individual has Type I
or Type II diabetes (as determined under
standards established by the Secretary in
consultation with the American Diabetes As-
sociation);’’.

(2) PAYMENT FOR STRIPS BASED ON METH-
ODOLOGY FOR INEXPENSIVE AND ROUTINELY
PURCHASED EQUIPMENT.—Section 1834(a)(2)(A)
(42 U.S.C. 1395m(a)(2)(A)) is amended—

(A) by striking ‘‘or’’ at the end of clause
(ii);

(B) by adding ‘‘or’’ at the end of clause
(iii); and

(C) by inserting after clause (iii) the fol-
lowing new clause:

‘‘(iv) which is a blood-testing strip for an
individual with diabetes,’’.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to items
and services furnished on or after January 1,
1996.
SEC. 15105. REDUCTION IN PAYMENT FOR CAP-

ITAL-RELATED COSTS OF HOSPITAL
OUTPATIENT SERVICES.

Section 1861(v)(1)(S)(ii)(I) (42 U.S.C.
1395x(v)(1)(S)(ii)(I)) is amended by striking
‘‘through 1998’’ and inserting ‘‘through 2002’’.
SEC. 15106. PART B PREMIUM.

Section 1839(e)(1) (42 U.S.C. 1395r(e)(1)) is
amended—

(1) in subparagraph (A), by striking ‘‘1995’’
and inserting ‘‘1996’’, and

(2) in subparagraph (B)(v), by inserting
‘‘and 1996’’ after ‘‘1995’’.
SEC. 15107. ENSURING PAYMENT FOR PHYSICIAN

AND NURSE FOR JOINTLY FUR-
NISHED ANESTHESIA SERVICES.

(a) PAYMENT FOR JOINTLY FURNISHED SIN-
GLE CASE.—

(1) PAYMENT TO PHYSICIAN.—Section
1848(a)(4) (42 U.S.C. 1395w@4(a)(4)) is amended
by adding at the end the following new sub-
paragraph:

‘‘(C) PAYMENT FOR SINGLE CASE.—Notwith-
standing section 1862(a)(1)(A), with respect to
physicians’ services consisting of the fur-
nishing of anesthesia services for a single
case that are furnished jointly with a cer-
tified registered nurse anesthetist, if the car-
rier determines that the use of both the phy-
sician and the nurse anesthetist to furnish
the anesthesia service was not medically
necessary, the fee schedule amount for the
physicians’ services shall be equal to 50 per-
cent (or 55 percent, in the case of services
furnished during 1996 or 1997) of the fee
schedule amount applicable under this sec-
tion for anesthesia services personally per-
formed by the physician alone (without re-
gard to this subparagraph). Nothing in this
subparagraph may be construed to affect the
application of any provision of law regarding
balance billing.’’.

(2) PAYMENT TO CRNA.—Section 1833(l)(4)(B)
(42 U.S.C. 1395l(l)(4)(B)) is amended by adding
at the end the following new clause:

‘‘(iv) Notwithstanding section 1862(a)(1)(A),
in the case of services of a certified reg-
istered nurse anesthetist consisting of the
furnishing of anesthesia services for a single
case that are furnished jointly with a physi-
cian, if the carrier determines that the use of
both the physician and the nurse anesthetist
to furnish the anesthesia service was not
medically necessary, the fee schedule

amount for the services furnished by the cer-
tified registered nurse anesthetist shall be
equal to 50 percent (or 40 percent, in the case
of services furnished during 1996 or 1997) of
the fee schedule amount applicable under
section 1848 for anesthesia services person-
ally performed by the physician alone (with-
out regard to this clause).’’.

(b) EFFECTIVE DATE.—The amendments
made by subsections (a) shall apply to serv-
ices furnished on or after July 1, 1996.

Subtitle C—Provisions Relating to Parts A
and B

PART 1—MEDICARE SECONDARY PAYER
SEC. 15201. EXTENSION OF EXISTING SECONDARY

PAYER REQUIREMENTS.
(a) DATA MATCH.—
(1) Section 1862(b)(5)(C) (42 U.S.C.

1395y(b)(5)(C)) is amended by striking clause
(iii).

(2) Section 6103(l)(12) of the Internal Reve-
nue Code of 1986 is amended by striking sub-
paragraph (F).

(b) APPLICATION TO DISABLED INDIVIDUALS
IN LARGE GROUP HEALTH PLANS.—

(1) IN GENERAL.—Section 1862(b)(1)(B) (42
U.S.C. 1395y(b)(1)(B)) is amended—

(A) in clause (i), by striking ‘‘clause (iv)’’
and inserting ‘‘clause (iii)’’,

(B) by striking clause (iii), and
(C) by redesignating clause (iv) as clause

(iii).
(2) CONFORMING AMENDMENTS.—Paragraphs

(1) through (3) of section 1837(i) (42 U.S.C.
1395p(i)) and the second sentence of section
1839(b) (42 U.S.C. 1395r(b)) are each amended
by striking ‘‘1862(b)(1)(B)(iv)’’ each place it
appears and inserting ‘‘1862(b)(1)(B)(iii)’’.

(c) PERIOD OF APPLICATION TO INDIVIDUALS
WITH END STAGE RENAL DISEASE.—Section
1862(b)(1)(C) (42 U.S.C. 1395y(b)(1)(C)) is
amended—

(1) in the first sentence, by striking ‘‘12-
month’’ each place it appears and inserting
‘‘18-month’’, and

(2) by striking the second sentence.
SEC. 15202. CLARIFICATION OF TIME AND FILING

LIMITATIONS.
(a) IN GENERAL.—Section 1862(b)(2)(B) (42

U.S.C. 1395y(b)(2)(B)) is amended by adding
at the end the following new clause:

‘‘(v) TIME, FILING, AND RELATED PROVISIONS
UNDER PRIMARY PLAN.—Requirements under a
primary plan as to the filing of a claim, time
limitations for the filing of a claim, informa-
tion not maintained by the Secretary, or no-
tification or pre-admission review, shall not
apply to a claim by the United States under
clause (ii) or (iii).’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) applies to items and
services furnished after 1993.
SEC. 15203. CLARIFICATION OF LIABILITY OF

THIRD PARTY–ADMINISTRATORS.
(a) IN GENERAL.—Section 1862(b)(2)(B)(ii)

(42 U.S.C. 1395y(b)(2)(B)(ii)) is amended by in-
serting ‘‘, or which determines claims under
the primary plan’’ after ‘‘primary plan’’.

(b) CLAIMS BETWEEN PARTIES OTHER THAN
THE UNITED STATES.— Section 1862(b)(2)(B)
(42 U.S.C. 1395y(b)(2)(B)), (as amended by sec-
tion 15201(a)) is further amended by adding
at the end the following new clause:

‘‘(vi) CLAIMS BETWEEN PARTIES OTHER THAN
THE UNITED STATES.—A claim by the United
States under clause (ii) or (iii) shall not pre-
clude claims between other parties.’’.

(c) EFFECTIVE DATE.—The amendments
made by the previous subsections apply to
items and services furnished after 1993.
SEC. 15204. CLARIFICATION OF PAYMENT

AMOUNTS TO MEDICARE.
(a) IN GENERAL.—Section 1862(b)(2)(B)(i) (42

U.S.C. 1395y(b)(2)(B)(i)) is amended to read as
follows:

‘‘(i) REPAYMENT REQUIRED.—
‘‘(I) Any payment under this title, with re-

spect to any item or service for which pay-

ment by a primary plan is required under the
preceding provisions of this subsection, shall
be conditioned on reimbursement to the ap-
propriate Trust Fund established by this
title when notice or other information is re-
ceived that payment for that item or service
has been or should have been made under
those provisions. If reimbursement is not
made to the appropriate Trust Fund before
the expiration of the 60-day period that be-
gins on the date such notice or other infor-
mation is received, the Secretary may
charge interest (beginning with the date on
which the notice or other information is re-
ceived) on the amount of the reimbursement
until reimbursement is made (at a rate de-
termined by the Secretary in accordance
with regulations of the Secretary of the
Treasury applicable to charges for late pay-
ments).

‘‘(II) The amount owed by a primary plan
under the first sentence of subclause (I) is
the lesser of the full primary payment re-
quired (if that amount is readily determina-
ble) and the amount paid under this title for
that item or service.’’.

(b) CONFORMING AND TECHNICAL AMEND-
MENTS.—

(1) Subparagraphs (A)(i)(I) and (B)(i) of sec-
tion 1862(b)(1) (42 U.S.C. 1395y(b)(1)) are each
amended by inserting ‘‘(or eligible to be cov-
ered)’’ after ‘‘covered’’.

(2) Section 1862(b)(1)(C)(ii) (42 U.S.C.
1395y(b)(1)(C)(ii)) is amended by striking
‘‘covered by such plan’’.

(3) The matter in section 1861(b)(2)(A) (42
U.S.C. 1395x(b)(2)(A)) preceding clause (i) is
amended by striking ‘‘, except as provided in
subparagraph (B),’’.

(c) EFFECTIVE DATE.—The amendments
made by the previous subsections apply to
items and services furnished after 1993.
SEC. 15205. CONDITIONS FOR DOUBLE DAMAGES.

(a) IN GENERAL.—Section 1862(b)(2)(B)(ii)
(42 U.S.C. 1395y(b)(2)(B)(ii)) is amended—

(1) by striking ‘‘, in accordance with para-
graph (3)(A)’’, and

(2) by inserting ‘‘, unless the entity dem-
onstrates that it did not know, and could not
have known, of its obligation to pay’’ after
‘‘against that entity’’.

(b) CONFORMING AMENDMENT.—Section
1862(b)(3)(A) (42 U.S.C. 1395y(b)(3)(A)) is
amended by striking ‘‘(or appropriate reim-
bursement)’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to items
and services furnished after 1993.

PART 2—OTHER PROVISIONS RELATING
TO PARTS A AND B

SEC. 15221. MAKING ADDITIONAL CHOICES OF
HEALTH PLANS AVAILABLE TO
BENEFICIARIES.

(a) DEFINITION OF PPO.—Section 1876 (42
U.S.C. 1395mm) is amended by adding at the
end the following new subsection:

‘‘(k)(1) A preferred provider organization
(as defined in paragraph (2)) shall be consid-
ered to be an eligible organization under this
section.

‘‘(2) In this section, the term ‘preferred
provider organization’ means an organiza-
tion that—

‘‘(A) would be an eligible organization (as
defined in subsection (b)) if—

‘‘(i) clauses (ii) through (iv) of subsection
(b)(2)(A) did not apply,

‘‘(ii) subsection (b)(2)(C) did not apply, and
‘‘(iii) subsection (b)(2)(D) only applied (in

the case of services not provided under this
title) to the physicians’ services the organi-
zation provides; and

‘‘(B) permits enrollees to obtain benefits
through any lawful provider.
Nothing in subparagraph (B) shall be con-
strued as requiring that the benefits for serv-
ices provided through providers that do not
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have a contract with the organization be the
same as those for services provided through
providers that have such contracts so long as
an enrollee’s liabilities do not exceed the li-
abilities that the enrollee would have under
parts A and B if the individual were not en-
rolled under this section.’’.

(b) PARTIAL RISK PAYMENT METHODS.—Sec-
tion 1876 (42 U.S.C. 1395mm) is further
amended by adding at the end the following
new subsection:

‘‘(l) Notwithstanding the previous provi-
sions of this section, at the election of an eli-
gible organization the Secretary may estab-
lish an alternative partial-risk-sharing
mechanism for making payment to the orga-
nization under this section. Under such
mechanism fee-for-service payments would
be made to the organization for some serv-
ices provided under the contract, under such
conditions and subject to such restrictions
as the Secretary may determine.’’.

(c) CONFORMING AMENDMENT.—Section 1876
(42 U.S.C. 1395mm) is further amended—

(1) in the heading by striking ‘‘ORGANIZA-
TIONS AND COMPETITIVE MEDICAL PLANS’’ and
inserting ‘‘ORGANIZATIONS, COMPETITIVE
MEDICAL PLANS, AND PREFERRED PROVIDER
ORGANIZATIONS’’, and

(2) in subsection (c)(3)(E)(ii), by inserting
‘‘(if any)’’ after ‘‘the restrictions’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to contract
years beginning on or after January 1, 1996.
SEC. 15222. TEACHING HOSPITAL AND GRADUATE

MEDICAL EDUCATION TRUST FUND.
(a) TEACHING HOSPITAL AND GRADUATE

MEDICAL EDUCATION TRUST FUND.—The So-
cial Security Act (42 U.S.C. 300 et seq.) is
amended by adding at the end the following
title:
‘‘TITLE XXI—TEACHING HOSPITAL AND

GRADUATE MEDICAL EDUCATION
TRUST FUND

‘‘PART A—ESTABLISHMENT OF FUND

‘‘SEC. 2101. ESTABLISHMENT OF FUND.
‘‘(a) IN GENERAL.—There is established in

the Treasury of the United States a fund to
be known as the Teaching Hospital and
Graduate Medical Education Trust Fund (in
this title referred to as the ‘Fund’), consist-
ing of amounts transferred to the Fund
under subsection (c), amounts appropriated
to the Fund pursuant to subsections (d) and
(e)(3), and such gifts and bequests as may be
deposited in the Fund pursuant to subsection
(f). Amounts in the Fund are available until
expended.

‘‘(b) EXPENDITURES FROM FUND.—Amounts
in the Fund are available to the Secretary
for making payments under section 2111.

‘‘(c) TRANSFERS TO FUND.—
‘‘(1) IN GENERAL.—From the Federal Hos-

pital Insurance Trust Fund and the Federal
Supplementary Medical Insurance Trust
Fund, the Secretary shall, for fiscal year 1996
and each subsequent fiscal year, transfer to
the Fund an amount determined by the Sec-
retary for the fiscal year involved in accord-
ance with paragraph (2).

‘‘(2) DETERMINATION OF AMOUNTS.—For pur-
poses of paragraph (1), the amount deter-
mined under this paragraph for a fiscal year
is an estimate by the Secretary of an
amount equal to 75 percent of the difference
between—

‘‘(A) the nationwide total of the amounts
that would have been paid under section
1876(a)(4) during the year but for the exclu-
sion of medical education payments from the
adjusted average per capita cost pursuant to
section 1876(a)(4)(B)(ii); and

‘‘(B) the nationwide total of the amounts
paid under section 1876(a)(4) during the year.

‘‘(3) ALLOCATION BETWEEN MEDICARE TRUST
FUNDS.—In providing for a transfer under
paragraph (1) for a fiscal year, the Secretary

shall provide for an allocation of the
amounts involved between part A and part B
of title XVIII (and the trust funds estab-
lished under the respective parts) as reason-
ably reflects the proportion of payments for
the indirect costs of medical education and
direct graduate medical education costs of
hospitals associated with the provision of
services under each respective part.

‘‘(d) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
the Fund such sums as may be necessary for
each of the fiscal years 1996 through 2002.

‘‘(e) INVESTMENT.—
‘‘(1) IN GENERAL.—The Secretary of the

Treasury shall invest such amounts of the
Fund as such Secretary determines are not
required to meet current withdrawals from
the Fund. Such investments may be made
only in interest-bearing obligations of the
United States. For such purpose, such obli-
gations may be acquired on original issue at
the issue price, or by purchase of outstand-
ing obligations at the market price.

‘‘(2) SALE OF OBLIGATIONS.—Any obligation
acquired by the Fund may be sold by the
Secretary of the Treasury at the market
price.

‘‘(3) AVAILABILITY OF INCOME.—Any interest
derived from obligations acquired by the
Fund, and proceeds from any sale or redemp-
tion of such obligations, are hereby appro-
priated to the Fund.

‘‘(f) ACCEPTANCE OF GIFTS AND BEQUESTS.—
The Fund may accept on behalf of the United
States money gifts and bequests made un-
conditionally to the Fund for the benefit of
the Fund or any activity financed through
the Fund.
‘‘PART B—PAYMENTS TO TEACHING HOSPITALS

‘‘SEC. 2111. FORMULA PAYMENTS TO TEACHING
HOSPITALS.

‘‘(a) IN GENERAL.—In the case of each
teaching hospital that in accordance with
subsection (b) submits to the Secretary a
payment document for fiscal year 1996 or any
subsequent fiscal year, the Secretary shall
make payments for the year to the teaching
hospital for the direct and indirect costs of
operating approved medical residency train-
ing programs. Such payments shall be made
from the Fund, and shall be made in accord-
ance with a formula established by the Sec-
retary.

‘‘(b) PAYMENT DOCUMENT.—For purposes of
subsection (a), a payment document is a doc-
ument containing such information as may
be necessary for the Secretary to make pay-
ments under such subsection to a teaching
hospital for a fiscal year. The document is
submitted in accordance with this subsection
if the document is submitted not later than
the date specified by the Secretary, and the
document is in such form and is made in
such manner as the Secretary may require.
The Secretary may require that information
under this subsection be submitted to the
Secretary in periodic reports.’’.

(b) NATIONAL ADVISORY COUNCIL ON POST-
GRADUATE MEDICAL EDUCATION.—

(1) IN GENERAL.—There is established with-
in the Department of Health and Human
Services an advisory council to be known as
the National Advisory Council on Post-
graduate Medical Education (in this title re-
ferred to as the ‘‘Council’’).

(2) DUTIES.—The council shall provide ad-
vice to the Secretary on appropriate policies
for making payments for the support of post-
graduate medical education in order to as-
sure an adequate supply of physicians
trained in various specialities, consistent
with the health care needs of the United
States.

(3) COMPOSITION.—
(A) IN GENERAL.—The Secretary shall ap-

point to the Council 15 individuals who are

not officers or employees of the United
States. Such individuals shall include not
less than 1 individual from each of the fol-
lowing categories of individuals or entities:

(i) Organizations representing consumers
of health care services.

(ii) Physicians who are faculty members of
medical schools, or who supervise approved
physician training programs.

(iii) Physicians in private practice who are
not physicians described in clause (ii).

(iv) Practitioners in public health.
(v) Advanced-practice nurses.
(vi) Other health professionals who are not

physicians.
(vii) Medical schools.
(viii) Teaching hospitals.
(ix) The Accreditation Council on Graduate

Medical Education.
(x) The American Board of Medical Speci-

alities.
(xi) The Council on Postdoctoral Training

of the American Osteopathic Association.
(xii) The Council on Podiatric Medical

Education of the American Podiatric Medi-
cal Association.

(B) REQUIREMENTS REGARDING REPRESENTA-
TIVE MEMBERSHIP.—To the greatest extent
feasible, the membership of the Council shall
represent the various geographic regions of
the United States, shall reflect the racial,
ethnic, and gender composition of the popu-
lation of the United States, and shall be
broadly representative of medical schools
and teaching hospitals in the United States.

(C) EX OFFICIO MEMBERS; OTHER FEDERAL

OFFICERS OR EMPLOYEES.—The membership of
the Council shall include individuals des-
ignated by the Secretary to serve as mem-
bers of the Council from among Federal offi-
cers or employees who are appointed by the
President, or by the Secretary (or by other
Federal officers who are appointed by the
President with the advice and consent of the
Senate). Individuals designated under the
preceding sentence shall include each of the
following officials (or a designee of the offi-
cial):

(i) The Secretary of Health and Human
Services.

(ii) The Secretary of Veterans Affairs.
(iii) The Secretary of Defense.
(4) CHAIR.—The Secretary shall, from

among members of the council appointed
under paragraph (3)(A), designate an individ-
ual to serve as the chair of the council.

(5) TERMINATION.—The Council terminates
December 31, 1999.

(c) REMOVE MEDICAL EDUCATION AND DIS-
PROPORTIONATE SHARE HOSPITAL PAYMENTS
FROM CALCULATION OF ADJUSTED AVERAGE
PER CAPITA COST.—

(1) IN GENERAL.—Section 1876(a)(4) (42
U.S.C. 1395mm(a)(4)) is amended—

(A) by striking ‘‘(4)’’ and inserting
‘‘(4)(A)’’; and

(B) by adding at the end the following new
subparagraph:

‘‘(B) In determining the adjusted average
per capita cost for a contract year under sub-
paragraph (A), the Secretary shall exclude
any amounts which the Secretary estimates
would be payable under this title during the
year for—

‘‘(i) payment adjustments under section
1886(d)(5)(F) for hospitals serving a dis-
proportionate share of low-income patients;
and

‘‘(ii) the indirect costs of medical edu-
cation under section 1886(d)(5)(B) or for di-
rect graduate medical education costs under
section 1886(h).’’.

(2) PAYMENTS TO HOSPITALS OF AMOUNTS AT-
TRIBUTABLE TO DSH.—Section 1886 (42 U.S.C.
1395ww) is amended by adding at the end the
following new subsection:
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‘‘(j)(1) In addition to amounts paid under

subsection (d)(5)(F), the Secretary is author-
ized to pay hospitals which are eligible for
such payments for a fiscal year supplemental
amounts that do not exceed the limit pro-
vided for in paragraph (2).

‘‘(2) The sum of the aggregate amounts
paid pursuant to paragraph (1) for a fiscal
year shall not exceed the Secretary’s esti-
mate of 75 percent of the amount excluded
from the adjusted average per capita cost for
the fiscal year pursuant to section
1876(a)(4)(B)(i).’’.
SEC. 15223. REVISIONS IN DETERMINATION OF

AMOUNT OF PAYMENT FOR MEDI-
CAL EDUCATION.

(a) INDIRECT MEDICAL EDUCATION.—
(1) IN GENERAL.—Section 1886(d)(5)(B) (42

U.S.C. 1395ww(d)(5)(B)) is amended by adding
at the end the following new clauses:

‘‘(v) In determining such adjustment with
respect to a hospital for discharges occurring
on or after October 1, 1995, and on or before
September 30, 2002—

‘‘(I) the total number of interns and resi-
dents counted by the Secretary may not ex-
ceed the number of interns and residents
counted with respect to the hospital as of
August 1, 1995, and

‘‘(II) the number of interns and residents
counted by the Secretary who are not pri-
mary care residents (as defined in subsection
(h)(5)(H)) may not exceed the number of such
residents counted with respect to the hos-
pital as of such date.

‘‘(vi) In calculating the number of full-
time-equivalent interns and residents of a
hospital in determining such adjustment
with respect to the hospital, the Secretary
shall provide for a weighting factor of .50
with respect to each intern and resident who
is not in an initial residency period (as de-
fined in subsection (h)(5)(F)).’’.

(2) PAYMENT FOR INTERNS AND RESIDENTS
PROVIDING OFF-SITE SERVICES.—Section
1886(d)(5)(B)(iv) (42 U.S.C. 1395ww(d)(5)(B)(iv))
is amended by striking ‘‘any entity’’ and all
that follows through ‘‘and residents)’’ and
inserting ‘‘any other entity under an agree-
ment with the hospital’’.

(b) DIRECT MEDICAL EDUCATION.—
(1) LIMITATION ON NUMBER OF RESIDENTS.—

Section 1886(h)(4) (42 U.S.C. 1395ww(h)(4)) is
amended by adding at the end the following
new subparagraph:

‘‘(F) LIMITATION ON NUMBER OF RESIDENTS
FOR CERTAIN FISCAL YEARS.—Such rules shall
provide that for purposes of a cost reporting
period beginning on or after October 1, 1995,
and on or before September 30, 2002—

‘‘(i) the total number of full-time-equiva-
lent residents determined under this para-
graph with respect to an approved medical
residency training program may not exceed
the number of full-time-equivalent residents
with respect to the program as of August 1,
1995, and

‘‘(ii) the number of full-time-equivalent
residents determined under this paragraph
with respect to the program who are not pri-
mary care residents (as defined in paragraph
(5)(H)) may not exceed the number of such
residents counted with respect to the pro-
gram as of such date.’’.

(2) CONTINUATION OF FREEZE ON UPDATES TO
FTE RESIDENT AMOUNTS.—Section
1886(h)(2)(D)(ii) (42 U.S.C. 1395ww(h)(2)(D)(ii))
is amended by striking ‘‘fiscal year 1994 or
fiscal year 1995’’ and inserting ‘‘fiscal years
1994, 1995, 1996, or 1997’’.

(3) PERMITTING PAYMENT TO NON-HOSPITAL
PROVIDERS.—Section 1886 (42 U.S.C. 1395ww)
is amended by adding at the end the follow-
ing new subsection:

‘‘(j) Beginning with cost reporting periods
beginning on or after July 1, 1996, notwith-
standing any other provision of this title,
the Secretary may make payments (in such

amounts and in such form as the Secretary
considers appropriate) to entities other than
hospitals for the direct costs of medical edu-
cation, if such costs are incurred in the oper-
ation of an approved medical residency
training program described in subsection
(h).’’.

(c) EXPANDING DEFINITION OF PRIMARY
CARE RESIDENTS.—Section 1886(h)(5)(H) (42
U.S.C. 1395ww(h)(5)(H)) is amended by insert-
ing ‘‘obstetrics and gynecology,’’ after ‘‘geri-
atric medicine,’’.

(d) EFFECTIVE DATE.—Except as provided
otherwise in this section (or in the amend-
ments made by this section), the amend-
ments made by this section apply to hospital
cost reporting periods beginning on or after
October 1, 1995.
SEC. 15224. PAYMENTS FOR HOME HEALTH SERV-

ICES.
(a) REDUCTIONS IN COST LIMITS.—Section

1861(v)(1)(L)(i) (42 U.S.C. 1395x(v)(1)(L)(i)) is
amended—

(1) by inserting ‘‘and before October 1,
1996,’’ after ‘‘July 1, 1987’’ in subclause (III),

(2) by striking the period at the end of the
matter following subclause (III), and insert-
ing ‘‘, and’’,

(3) by adding at the end the following new
subclause:

‘‘(IV) October 1, 1996, 105 percent of the me-
dian of the labor-related and nonlabor per
visit costs for free standing home health
agencies.’’.

(b) DELAY IN UPDATES.—Section
1861(v)(1)(L)(iii) (42 U.S.C. 1395x(v)(1)(L)(iii))
is amended by striking ‘‘July 1, 1996’’ and in-
serting ‘‘October 1, 1996’’.

(c) ADDITIONS TO COST LIMITS.—Section
1861(v)(1)(L) (42 U.S.C. 1395x(v)(1)(L)) is
amended by adding at the end the following
new clauses:

‘‘(iv) For services furnished by home
health agencies for cost reporting periods be-
ginning on or after October 1, 1996, the Sec-
retary shall provide for an interim system of
limits. Payment shall be the lower of—

‘‘(I) costs determined under the preceding
provisions of this subparagraph, or

‘‘(II) an agency-specific per beneficiary an-
nual limit calculated from the agency’s 12-
month cost reporting period ending on or
after January 1, 1994 and on or before Decem-
ber 31, 1994 based on reasonable costs (includ-
ing non-routine medical supplies), updated
by the home health market basket index.
The per beneficiary limitation shall be mul-
tiplied by the agency’s unduplicated census
count of Medicare patients for the year sub-
ject to the limitation. The limitation shall
represent total Medicare reasonable costs di-
vided by the unduplicated census count of
Medicare patients.

‘‘(v) For services furnished by home health
agencies for cost reporting periods beginning
on or after October 1, 1996, the following
rules shall apply:

‘‘(I) For new providers and those providers
without a 12-month cost reporting period
ending in calendar year 1994, the per bene-
ficiary limit shall be equal to the mean of
these limits (or the Secretary’s best esti-
mates thereof) applied to home health agen-
cies as determined by the Secretary. Home
health agencies that have altered their cor-
porate structure or name may not be consid-
ered new providers for payment purposes.

‘‘(II) For beneficiaries who use services fur-
nished by more than one home health agen-
cy, the per beneficiary limitation shall be
pro-rated among agencies.

‘‘(vi) Home health agencies whose cost or
utilization experience is below 125 percent of
the mean national or census region aggre-
gate per beneficiary cost or utilization expe-
rience for 1994, or best estimates thereof, and
whose year-end reasonable costs are below
the agency-specific per beneficiary limit,

shall receive payment equal to 50 percent of
the difference between the agency’s reason-
able costs and its limit for fiscal years 1996,
1997, 1998, and 1999. Such payments may not
exceed 5 percent of an agency’s aggregate
Medicare reasonable cost in a year.

‘‘(vii) Effective January 1, 1997, or as soon
as feasible, the Secretary shall modify the
agency specific per beneficiary annual limit
described in clause (iv) to provide for re-
gional or national variations in utilization.
For purposes of determining payment under
clause (iv), the limit shall be calculated
through a blend of 75 percent of the agency-
specific cost or utilization experience in 1994
with 25 percent of the national or census re-
gion cost or utilization experience in 1994, or
the Secretary’s best estimates thereof.’’.

(d) USE OF INTERIM FINAL REGULATIONS.—
The Secretary shall implement the payment
limits described in section 1861(v)(1)(L)(iv) of
the Social Security Act by publishing in the
Federal Register a notice of interim final
payment limits by August 1, 1996 and allow-
ing for a period of public comments thereon.
Payments subject to these limits will be ef-
fective for cost reporting periods beginning
on or after October 1, 1996, without the ne-
cessity for consideration of comments re-
ceived, but the Secretary shall, by Federal
Register notice, affirm or modify the limits
after considering those comments.

(e) STUDIES.—The Secretary shall expand
research on a prospective payment system
for home health agencies that shall tie pro-
spective payments to an episode of care, in-
cluding an intensive effort to develop a reli-
able case mix adjuster that explains a sig-
nificant amount of the variances in costs.
The Secretary shall develop such a system
for implementation in fiscal year 2000.

(f) PAYMENTS DETERMINED ON PROSPECTIVE
BASIS.—Title XVIII is amended by adding at
the end the following new section:

‘‘PROSPECTIVE PAYMENT FOR HOME HEALTH
SERVICES

‘‘SEC. 1893. (a) Notwithstanding section
1861(v), the Secretary shall, for cost report-
ing periods beginning on or after fiscal year
2000, provide for payments for home health
services in accordance with a prospective
payment system, which pays home health
agencies on a per episode basis, established
by the Secretary.

‘‘(b) Such a system shall include the fol-
lowing:

‘‘(1) Per episode rates under the system
shall be 15 percent less than those that would
otherwise occur under fiscal year 2000 Medi-
care expenditures for home health services.

‘‘(2) All services covered and paid on a rea-
sonable cost basis under the Medicare home
health benefit as of the date of the enact-
ment of the Medicare Enhancement Act of
1995, including medical supplies, shall be sub-
ject to the per episode amount. In defining
an episode of care, the Secretary shall con-
sider an appropriate length of time for an
episode the use of services and the number of
visits provided within an episode, potential
changes in the mix of services provided with-
in an episode and their cost, and a general
system design that will provide for contin-
ued access to quality services. The per epi-
sode amount shall be based on the most cur-
rent audited cost report data available to the
Secretary.

‘‘(c) The Secretary shall employ an appro-
priate case mix adjuster that explains a sig-
nificant amount of the variation in cost.

‘‘(d) The episode payment amount shall be
adjusted annually by the home health mar-
ket basket index. The labor portion of the
episode amount shall be adjusted for geo-
graphic differences in labor-related costs
based on the most current hospital wage
index.
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‘‘(e) The Secretary may designate a pay-

ment provision for outliers, recognizing the
need to adjust payments due to unusual vari-
ations in the type or amount of medically
necessary care.

‘‘(f) A home health agency shall be respon-
sible for coordinating all care for a bene-
ficiary. If a beneficiary elects to transfer to,
or receive services from, another home
health agency within an episode period, the
episode payment shall be pro-rated between
home health agencies.’’.

(g) LIMITATION ON PART A COVERAGE.—
(1) IN GENERAL.—Section 1812(a)(3) (42

U.S.C. 1395d(a)(3)) is amended by striking the
semicolon and inserting ‘‘for up to 160 visits
during any spell of illness;’’.

(2) CONFORMING AMENDMENT.—Section
1812(b) (42 U.S.C. 1395d(b)) is amended—

(A) by striking ‘‘or’’ at the end of para-
graph (2),

(B) by striking the period at the end of
paragraph (3) and inserting ‘‘; or’’, and

(C) by adding at the end the following new
paragraph:

‘‘(4) home health services furnished to the
individual during such spell after such serv-
ices have been furnished to the individual for
160 visits during such spell.’’.

(3) EXCLUSION OF ADDITIONAL PART B COSTS

FROM DETERMINATION OF PART B MONTHLY

PREMIUM.—Section 1839(a) (42 U.S.C. 1395r(a))
is amended—

(A) in the second sentence of paragraph (1),
by striking ‘‘enrollees.’’ and inserting ‘‘en-
rollees (except as provided in paragraph
(5)).’’; and

(B) by adding at the end the following new
paragraph:

‘‘(5) In estimating the benefits and admin-
istrative costs which will be payable from
the Federal Supplementary Medical Insur-
ance Trust Fund for a year (beginning with
1996), the Secretary shall exclude an esti-
mate of any benefits and costs attributable
to home health services for which payment
would have been made under part A during
the year but for paragraph (4) of section
1812(b).’’.

(4) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to spells
of illness beginning on or after October 1,
1995.

(h) REQUIRING BILLING AND PAYMENT TO BE

BASED ON SITE WHERE SERVICE FURNISHED.—
Section 1891 (42 U.S.C. 1395bbb) is amended
by adding at the end the following new sub-
section:

‘‘(g) A home health agency shall submit
claims for payment for home health services
under this title only on the basis of the geo-
graphic location at which the service is fur-
nished.’’.

(i) MAINTAINING SAVINGS RESULTING FROM

TEMPORARY FREEZE ON PAYMENT IN-
CREASES.—

(1) BASING UPDATES TO PER VISIT COST LIM-
ITS ON LIMITS FOR FISCAL YEAR 1993.—Section
1861(v)(1)(L)(iii) (42 U.S.C. 1395x(v)(1)(L)(iii))
is amended by adding at the end the follow-
ing sentence: ‘‘In establishing limits under
this subparagraph, the Secretary may not
take into account any changes in the costs
of the provision of services furnished by
home health agencies with respect to cost re-
porting periods which began on or after July
1, 1994, and before July 1, 1996.’’.

(2) NO EXCEPTIONS PERMITTED BASED ON
AMENDMENT.—The Secretary of Health and
Human Services shall not consider the
amendment made by paragraph (1) in mak-
ing any exemptions and exceptions pursuant
to section 1861(v)(1)(L)(ii) of the Social Secu-
rity Act.

SEC. 15225. REQUIRING HEALTH MAINTENANCE
ORGANIZATIONS TO COVER APPRO-
PRIATE RANGE OF SERVICES.

(a) IN GENERAL.—Section 1876(c) (42 U.S.C.
1395mm(c)) is amended by adding at the end
the following new paragraph:

‘‘(9) The organization shall not deny any
health care professionals, based solely on the
license or certification as applicable under
State law, the ability to participate in pro-
viding services covered under the contract
under this section, or be reimbursed or in-
demnified or by a network plan for providing
such services under the contract.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to risk-
sharing contracts under section 1876 of the
Social Security Act which entered into or re-
newed on or after January 1, 1996.
SEC. 15226. CLARIFICATION OF MEDICARE COV-

ERAGE OF ITEMS AND SERVICES AS-
SOCIATED WITH CERTAIN MEDICAL
DEVICES APPROVED FOR INVES-
TIGATIONAL USE.

(a) COVERAGE.—Nothing in title XVIII of
the Social Security Act may be construed to
prohibit coverage under part A or part B of
the medicare program of items and services
associated with the use of a medical device
in the furnishing of inpatient or outpatient
hospital services (including outpatient diag-
nostic imaging services) for which payment
may be made under the program solely on
the grounds that the device is not an ap-
proved device, if—

(1) the device is an investigational device;
and

(2) the device is used instead of either an
approved device or a covered procedure.

(b) CLARIFICATION OF PAYMENT AMOUNT.—
Notwithstanding any other provision of title
XVIII of the Social Security Act, the amount
of payment made under the medicare pro-
gram for any item or service associated with
the use of an investigational device in the
furnishing of inpatient or outpatient hos-
pital services (including outpatient diag-
nostic imaging services) for which payment
may be made under the program may not ex-
ceed the amount of the payment which
would have been made under the program for
the item or service if the item or service
were associated with the use of an approved
device or a covered procedure.

(c) DEFINITIONS.—In this section—
(1) the term ‘‘approved device’’ means a

medical device (or devices) which has been
approved for marketing under pre-market
approval under the Federal Food, Drug, and
Cosmetic Act or cleared for marketing under
a 510(k) notice under such Act; and

(2) the term ‘‘investigational device’’
means—

(A) a medical device or devices (other than
a device described in paragraph (1)) approved
for investigational use under section 520(g) of
the Federal Food, Drug, and Cosmetic Act,
or

(B) an investigational combination product
under section 503(g) of the Federal Food,
Drug, and Cosmetic Act which includes a de-
vice (or devices) authorized for use under
section 505(i) of such Act.
SEC. 15227. COMMISSION ON THE FUTURE OF

MEDICARE AND THE PROTECTION
OF THE HEALTH OF THE NATION’S
SENIOR CITIZENS.

(a) ESTABLISHMENT.—There is established a
commission to be known as the Commission
on the Future of Medicare and the Protec-
tion of the Health of the Nation’s Senior
Citizens (in this section referred to as the
‘‘Commission’’).

(b) DUTIES.—
(1) IN GENERAL.—The Commission shall—
(A) analyze indicators of the health status

of individuals in the United States who are
eligible for benefits under the medicare pro-
gram;

(B) make specific recommendations on ac-
tions which may be taken to improve the
medicare program which would promote the
health of medicare beneficiaries;

(C) analyze the effect of changes in the
medicare program (including changes in
medicare payments) on the access to and de-
livery of health care services to individuals
who are not medicare beneficiaries;

(D) examine the financial impact on the
medicare program of the significant increase
in the number of medicare eligible individ-
uals which will occur beginning approxi-
mately during 2010 and lasting for approxi-
mately 25 years, and

(E) make specific recommendations to the
Congress respecting a comprehensive ap-
proach to preserve the medicare program for
the period during which such individuals are
eligible for medicare.

(2) CONSIDERATIONS IN MAKING REC-
OMMENDATIONS.—In making its recommenda-
tions, the Commission shall consider the fol-
lowing:

(A) The amount and sources of Federal
funds to finance the medicare program.

(B) The most efficient and effective man-
ner of administering the program.

(C) Methods used by other nations to fi-
nance the delivery of health care services to
their citizens.

(D) The financial impact on the medicare
program of increases in the number of indi-
viduals in the United States without health
insurance coverage.

(c) MEMBERSHIP.—
(1) APPOINTMENT.—The Commission shall

be composed of 15 members appointed as fol-
lows:

(A) The President shall appoint 3 members.
(B) The Majority Leader of the Senate

shall appoint 3 members.
(C) The Minority Leader of the Senate

shall appoint 3 members.
(D) The Speaker of the House of Represent-

atives shall appoint 3 members.
(E) The Minority Leader of the House of

Representatives shall appoint 3 members.
(2) CHAIRMAN AND VICE CHAIRMAN.—The

Commission shall elect a Chairman and Vice
Chairman from among its members.

(3) VACANCIES.—Any vacancy in the mem-
bership of the Commission shall be filled in
the manner in which the original appoint-
ment was made and shall not affect the
power of the remaining members to execute
the duties of the Commission.

(4) QUORUM.—A quorum shall consist of 8
members of the Commission, except that 4
members may conduct a hearing under sub-
section (e).

(5) MEETINGS.—The Commission shall meet
at the call of its Chairman or a majority of
its members.

(6) COMPENSATION AND REIMBURSEMENT OF
EXPENSES.—Members of the Commission are
not entitled to receive compensation for
service on the Commission. Members may be
reimbursed for travel, subsistence, and other
necessary expenses incurred in carrying out
the duties of the Commission.

(d) STAFF AND CONSULTANTS.—
(1) STAFF.—The Commission may appoint

and determine the compensation of such
staff as may be necessary to carry out the
duties of the Commission. Such appoint-
ments and compensation may be made with-
out regard to the provisions of title 5, United
States Code, that govern appointments in
the competitive services, and the provisions
of chapter 51 and subchapter III of chapter 53
of such title that relate to classifications
and the General Schedule pay rates.

(2) CONSULTANTS.—The Commission may
procure such temporary and intermittent
services of consultants under section 3109(b)
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of title 5, United States Code, as the Com-
mission determines to be necessary to carry
out the duties of the Commission.

(e) POWERS.—
(1) HEARINGS AND OTHER ACTIVITIES.—For

the purpose of carrying out its duties, the
Commission may hold such hearings and un-
dertake such other activities as the Commis-
sion determines to be necessary to carry out
its duties.

(2) STUDIES BY GAO.—Upon the request of
the Commission, the Comptroller General
shall conduct such studies or investigations
as the Commission determines to be nec-
essary to carry out its duties.

(3) COST ESTIMATES BY CONGRESSIONAL
BUDGET OFFICE.—

(A) Upon the request of the Commission,
the Director of the Congressional Budget Of-
fice shall provide to the Commission such
cost estimates as the Commission deter-
mines to be necessary to carry out its duties.

(B) The Commission shall reimburse the
Director of the Congressional Budget Office
for expenses relating to the employment in
the office of the Director of such additional
staff as may be necessary for the Director to
comply with requests by the Commission
under subparagraph (A).

(4) DETAIL OF FEDERAL EMPLOYEES.—Upon
the request of the Commission, the head of
any Federal agency is authorized to detail,
without reimbursement, any of the personnel
of such agency to the Commission to assist
the Commission in carrying out its duties.
Any such detail shall not interrupt or other-
wise affect the civil service status or privi-
leges of the Federal employee.

(5) TECHNICAL ASSISTANCE.—Upon the re-
quest of the Commission, the head of a Fed-
eral agency shall provide such technical as-
sistance to the Commission as the Commis-
sion determines to be necessary to carry out
its duties.

(6) USE OF MAILS.—The Commission may
use the United States mails in the same
manner and under the same conditions as
Federal agencies and shall, for purposes of
the frank, be considered a commission of
Congress as described in section 3215 of title
39, United States Code.

(7) OBTAINING INFORMATION.—The Commis-
sion may secure directly from any Federal
agency information necessary to enable it to
carry out its duties, if the information may
be disclosed under section 552 of title 5, Unit-
ed States Code. Upon request of the Chair-
man of the Commission, the head of such
agency shall furnish such information to the
Commission.

(8) ADMINISTRATIVE SUPPORT SERVICES.—
Upon the request of the Commission, the Ad-
ministrator of General Services shall provide
to the Commission on a reimbursable basis
such administrative support services as the
Commission may request.

(9) ACCEPTANCE OF DONATIONS.—The Com-
mission may accept, use, and dispose of gifts
or donations of services or property.

(10) PRINTING.—For purposes of costs relat-
ing to printing and binding, including the
cost of personnel detailed from the Govern-
ment Printing Office, the Commission shall
be deemed to be a committee of the Con-
gress.

(f) REPORT.—Not later than May 1, 1997, the
Commission shall submit to Congress a re-
port containing its findings and rec-
ommendations regarding how to protect and
preserve the medicare program in a finan-
cially solvent manner until 2030 (or, if later,
throughout the period of projected solvency
of the Federal Old-Age and Survivors Insur-
ance Trust Fund). The report shall include
detailed recommendations for appropriate
legislative initiatives respecting how to ac-
complish this objective.

(g) TERMINATION.—The Commission shall
terminate 60 days after the date of submis-
sion of the report required in subsection (f).

(h) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated
$1,500,000 to carry out this section. Amounts
appropriated to carry out this section shall
remain available until expended.

Subtitle D—Preventing Fraud and Abuse
PART 1—AMENDMENTS TO ANTI-FRAUD

AND ABUSE PROVISIONS APPLICABLE
TO MEDICARE, MEDICAID, AND STATE
HEALTH CARE PROGRAMS

SEC. 15301. ANTI-KICKBACK STATUTORY PROVI-
SIONS.

(a) REVISION TO PENALTIES.—
(1) PERMITTING SECRETARY TO IMPOSE CIVIL

MONETARY PENALTY.—Section 1128A(a) (42
U.S.C. 1320a–7a(a)) is amended—

(A) by striking ‘‘or’’ at the end of para-
graphs (1) and (2);

(B) by striking the semicolon at the end of
paragraph (3) and inserting ‘‘; or’’; and

(C) by inserting after paragraph (3) the fol-
lowing new paragraph:

‘‘(4) carries out any activity in violation of
paragraph (1) or (2) of section 1128B(b);’’.

(2) DESCRIPTION OF CIVIL MONETARY PEN-
ALTY APPLICABLE.—Section 1128A(a) (42
U.S.C. 1320a–7a(a)) is amended—

(A) by striking ‘‘given).’’ at the end of the
first sentence and inserting the following:
‘‘given or, in cases under paragraph (4),
$50,000 for each such violation).’’; and

(B) by striking ‘‘claim.’’ at the end of the
second sentence and inserting the following:
‘‘claim (or, in cases under paragraph (4),
damages of not more than three times the
total amount of remuneration offered, paid,
solicited, or received.’’.

(3) INCREASE IN CRIMINAL PENALTY.—Para-
graphs (1) and (2) of section 1128B(b) (42
U.S.C. 1320a–7b(b)) are each amended—

(A) by striking ‘‘$25,000’’ and inserting
‘‘$50,000’’; and

(B) by striking the period at the end and
inserting the following: ‘‘, and shall be sub-
ject to damages of not more than three times
the total remuneration offered, paid, solic-
ited, or received.’’.

(b) REVISIONS TO EXCEPTIONS.—
(1) EXCEPTION FOR DISCOUNTS.—Section

1128B(b)(3)(A) (42 U.S.C. 1320a–7b(b)(3)(A)) is
amended by striking ‘‘program;’’ and insert-
ing ‘‘program and is not in the form of a cash
payment;’’.

(2) EXCEPTION FOR PAYMENTS TO EMPLOY-
EES.—Section 1128B(b)(3)(B) (42 U.S.C. 1320a–
7b(b)(3)(B)) is amended by inserting at the
end ‘‘if the amount of remuneration under
the arrangement is consistent with the fair
market value of the services and is not de-
termined in a manner that takes into ac-
count (directly or indirectly) the volume or
value of any referrals, except that such em-
ployee can be paid remuneration in the form
of a productivity bonus based on services
personally performed by the employee.’’.

(3) EXCEPTION FOR WAIVER OF COINSURANCE
BY CERTAIN PROVIDERS.—Section
1128B(b)(3)(D) (42 U.S.C. 1320a–7b(b)(3)(D)) is
amended to read as follows:

‘‘(D) a waiver or reduction of any coinsur-
ance or other copayment if—

‘‘(i) the waiver or reduction is made pursu-
ant to a public schedule of discounts which
the person is obligated as a matter of law to
apply to certain individuals,

‘‘(ii) the waiver or reduction is made pur-
suant to an established program and applies
to a defined group of individuals whose in-
comes do not exceed 150 percent (or such
higher percentage as the Secretary may per-
mit) of the official poverty line (as defined
by the Office of Management and Budget,
and revised annually in accordance with sec-
tion 673(2) of the Omnibus Budget Reconcili-

ation Act of 1981) applicable to a family of
the size involved,

‘‘(iii) the waiver or reduction of coinsur-
ance is not offered as part of any advertise-
ment or solicitation and the person offering
the waiver or reduction determines in good
faith that the individual is in financial need,

‘‘(iv) the person offering the waiver or re-
duction fails to collect the coinsurance or
other payment after making reasonable col-
lection efforts, or

‘‘(v) the waiver or reduction of coinsurance
is in accordance with a cost sharing schedule
or a supplemental benefit package which
may be offered by a managed care plan (as
defined in section 1128(j)); and’’.

(4) NEW EXCEPTION FOR CAPITATED PAY-
MENTS.—Section 1128B(b)(3) (42 U.S.C. 1320a–
7b(b)(3)) is amended—

(A) by striking ‘‘and’’ at the end of sub-
paragraph (D);

(B) by striking the period at the end of
subparagraph (E) and inserting ‘‘; and’’; and

(C) by adding at the end the following new
subparagraphs:

‘‘(F) any reduction in cost sharing or in-
creased benefits given to an individual, any
amounts paid to a provider for an item or
service furnished to an individual, or any
discount or reduction in price given by the
provider for such an item or service, if the
individual is enrolled with and such item or
service is covered under any of the following:

‘‘(i) A health plan which is furnishing
items or services under a risk-sharing con-
tract under section 1876 or section 1903(m).

‘‘(ii) A health plan receiving payments on
a prepaid basis, under a demonstration
project under section 402(a) of the Social Se-
curity Amendments of 1967 or under section
222(a) of the Social Security Amendments of
1972; and

‘‘(G) any amounts paid to a provider for an
item or service furnished to an individual or
any discount or reduction in price given by
the provider for such an item or service, if
the individual is enrolled with and such item
or service is covered under a health plan
under which the provider furnishing the item
or service is paid by the health plan for fur-
nishing the item or service only on a
capitated basis pursuant to a written ar-
rangement between the plan and the pro-
vider in which the provider assumes finan-
cial risk for furnishing the item or service.’’.

(c) AUTHORIZATION FOR THE SECRETARY TO
ISSUE REGULATIONS.—Section 1128B(b) (42
U.S.C. 1320a–7b(b)) is amended by adding at
the end the following new paragraph:

‘‘(4) The Secretary is authorized to impose
by regulation such other requirements as
needed to protect against program or patient
abuse with respect to any of the exceptions
described in paragraph (3).’’.

(d) CLARIFICATION OF OTHER ELEMENTS OF
OFFENSE.—Section 1128B(b) (42 U.S.C. 1320a–
7b(b)) is amended—

(1) in paragraph (1)(A), by striking ‘‘in re-
turn for referring’’ and inserting ‘‘to refer’’;

(2) in paragraph (1)(B), by striking ‘‘in re-
turn for purchasing, leasing, ordering, or ar-
ranging for or recommending’’ and inserting
‘‘to purchase, lease, order, or arrange for or
recommend’’; and

(3) by adding at the end of paragraphs (1)
and (2) the following sentence: ‘‘A violation
exists under this paragraph if one or more
purposes of the remuneration is unlawful
under this paragraph.’’.
SEC. 15302. CIVIL MONEY PENALTIES.

(a) PROHIBITION AGAINST OFFERING INDUCE-
MENTS TO INDIVIDUALS ENROLLED UNDER
PLANS.—

(1) OFFER OF REMUNERATION.—Section
1128A(a) (42 U.S.C. 1320a–7a(a)), as amended
by section 15301(a)(1), is amended—

(A) by striking ‘‘; or’’ at the end of para-
graph (3) and inserting a semicolon;
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(B) by striking the semicolon at the end of

paragraph (4) and inserting ‘‘; or’’; and
(C) by inserting after paragraph (4) the fol-

lowing new paragraph:
‘‘(5) offers, pays, or transfers remuneration

to any individual eligible for benefits under
title XVIII of this Act, or under a State
health care program (as defined in section
1128(h)) that such person knows or should
know is likely to influence such individual
to order or receive from a particular pro-
vider, practitioner, or supplier any item or
service for which payment may be made, in
whole or in part, under title XVIII, or a
State health care program, other than to in-
fluence an individual enrolled in a managed
care plan or a point-of-service plan (as de-
fined in section 1128(j)) to receive benefits
under the plan in accordance with estab-
lished practice patterns for the delivery of
medically necessary services;’’.

(2) REMUNERATION DEFINED.—Section
1128A(i) (42 U.S.C. 1320a–7a(i)) is amended by
adding at the end the following new para-
graph:

‘‘(6) The term ‘remuneration’ includes the
waiver or reduction of coinsurance amounts,
and transfers of items or services for free or
for other than fair market value, except that
such term does not include the waiver or re-
duction of coinsurance amounts by a person
or entity, if—

‘‘(A) the waiver or reduction is made pur-
suant to a public schedule of discounts which
the person is obligated as a matter of law to
apply to certain individuals,

‘‘(B) the waiver or reduction is made pur-
suant to an established program and applies
to a defined group of individuals whose in-
comes do not exceed 150 percent (or such
higher percentage as the Secretary may per-
mit) of the official poverty line (as defined
by the Office of Management and Budget,
and revised annually in accordance with sec-
tion 673(2) of the Omnibus Budget Reconcili-
ation Act of 1981) applicable to a family of
the size involved,

‘‘(C) the waiver or reduction of coinsurance
is not offered as part of any advertisement or
solicitation and the person offering the waiv-
er or reduction determines in good faith that
the individual is in financial need,

‘‘(D) the person offering the waiver or re-
duction fails to collect the coinsurance or
other payment after making reasonable col-
lection efforts, or

‘‘(E) the waiver or reduction of coinsurance
is in accordance with a cost sharing schedule
or a supplemental benefit package which
may be offered by a managed care plan under
section 1128(j).’’.

(b) ADDITIONAL OFFENSES.—Section
1128A(a) of such Act, as amended by section
15301(a)(1) and subsection (a)(1), is further
amended—

(1) by striking ‘‘or’’ at the end of paragraph
(4);

(2) by striking the semicolon at the end of
paragraph (5) and inserting ‘‘; or’’; and

(3) by inserting after paragraph (5) the fol-
lowing new paragraphs:

‘‘(6) engages in a practice which has the ef-
fect of limiting or discouraging (as compared
to other plan enrollees) the utilization of
medically necessary health care services
covered by law or under the service contract
by title XIX or other publicly subsidized pa-
tients, including but not limited to differen-
tial standards for the location and hours of
service offered by providers participating in
the plan;

‘‘(7) substantially fails to cooperate with a
quality assurance program or a utilization
review activity; or

‘‘(8) engaging in a pattern of failing sub-
stantially to provide or authorize medically
necessary items and services that are re-
quired to be provided to an individual cov-

ered under a health plan (as defined in sec-
tion 1128(j)) or public program for the deliv-
ery of or payment for health care items or
services, if the failure has adversely affected
(or had a substantial likelihood of adversely
affecting) the individual;’’.

‘‘(9) submits false or fraudulent state-
ments, data or information on claims to the
Secretary, a State health care agency, or
any other Federal, State or local agency
charged with implementation or oversight of
a health plan or a public program that the
person knows or should know is fraudu-
lent;’’.

(c) MODIFICATIONS OF AMOUNTS OF PEN-
ALTIES AND ASSESSMENTS.—Section 1128A(a)
(42 U.S.C. 1320a–7a(a)), as amended by section
15301(a), subsection (a)(1), and subsection (b),
is amended in the matter following para-
graph (9)—

(1) by striking ‘‘$2,000’’ and inserting
‘‘$10,000’’;

(2) by inserting after ‘‘under paragraph (4),
$50,000 for each such violation’’ the follow-
ing: ‘‘; in cases under paragraph (5), $10,000
for each such offer, payment, or transfer; in
cases under paragraphs (6) through (9), an
amount not to exceed $10,000 for each such
determination by the Secretary’’; and

(3) by striking ‘‘twice the amount’’ and in-
serting ‘‘three times the amount’’.

(d) INTEREST ON PENALTIES.—Section
1128A(f) (42 U.S.C. 1320a–7a(f)) is amended by
adding after the first sentence the following:
‘‘Interest shall accrue on the penalties and
assessments imposed by a final determina-
tion of the Secretary in accordance with an
annual rate established by the Secretary
under the Federal Claims Collection Act.
The rate of interest charged shall be the rate
in effect on the date the determination be-
comes final and shall remain fixed at that
rate until the entire amount due is paid. In
addition, the Secretary is authorized to re-
cover the costs of collection in any case
where the penalties and assessments are not
paid within 30 days after the determination
becomes final, or in the case of a com-
promised amount, where payments are more
than 90 days past due. In lieu of actual costs,
the Secretary is authorized to impose a
charge of up to 10 percent of the amount of
penalties and assessments owed to cover the
costs of collection.’’.

(e) AUTHORIZATION TO ACT.—
(1) IN GENERAL.—The first sentence of sec-

tion 1128A(c)(1) (42 U.S.C. 1320a–7a(c)(1)) is
amended by striking all that follows ‘‘(b)’’
and inserting the following: ‘‘unless, within
one year after the date the Secretary pre-
sents a case to the Attorney General for con-
sideration, the Attorney General brings an
action in a district court of the United
States.’’.

(2) EFFECTIVE DATE.—The amendment
made by this paragraph (1) shall apply to
cases presented by the Secretary of Health
and Human Services for consideration on or
after the date of the enactment of this Act.

(f) CLARIFICATION OF PENALTY IMPOSED ON
EXCLUDED PROVIDER FURNISHING SERVICES.—
Section 1128A(a)(1)(D) (42 U.S.C. 1320a–
7a(a)(1)(D)) is amended by inserting ‘‘who
furnished the service’’ after ‘‘in which the
person’’.
SEC. 15303. PRIVATE RIGHT OF ACTION.

Section 1128A (42 U.S.C. 1320a–7a) is amend-
ed by adding at the end the following new
subsection:

‘‘(m)(1) Subject to paragraphs (2) and (3), a
carrier offering an insured health plan and
the sponsor of a self-insured health plan that
suffers financial harm as a direct result of
the submission of claims by an individual or
entity for payment for items and services
furnished under the plan which makes the
individual or entity subject to a civil mone-

tary penalty under this section may, in a
civil action against the individual or entity
in the United States District Court, obtain
damages against the individual or entity and
such equitable relief as is appropriate.

‘‘(2) A carrier or sponsor may bring a civil
action under this subsection only if the car-
rier or sponsor provides the Secretary and
the Attorney General with written notice of
the intent to bring an action under this sub-
section, the identities of the individuals or
entities the carrier or sponsor intends to
name as defendants to the action, and all in-
formation the carrier or sponsor possesses
regarding the activity that is the subject of
the action that may materially affect the
Secretary’s decision to initiate a proceeding
to impose a civil monetary penalty under
this section against the defendants.

‘‘(3) A carrier or sponsor may bring a civil
action under this subsection only if any of
the following conditions are met:

‘‘(A) During the 60-day period that begins
on the date the Secretary receives the writ-
ten notice described in paragraph (2), the
Secretary does not notify the carrier or
sponsor that the Secretary intends to initi-
ate a proceeding to impose a civil monetary
penalty under this section against the de-
fendants.

‘‘(B) If the Secretary notifies the carrier or
sponsor during the 60-day period described in
subparagraph (A) that the Secretary intends
to initiate a proceeding to impose a civil
monetary penalty under this section against
the defendants, the Secretary subsequently
notifies the carrier or sponsor that the Sec-
retary no longer intends to initiate such a
proceeding against the defendants.

‘‘(C) After the expiration of the 2-year pe-
riod that begins on the date the Secretary
notifies the carrier or sponsor that the Sec-
retary intends to initiate a proceeding to im-
pose a civil monetary penalty under this sec-
tion against the defendants, the Secretary
has not made a good faith effort to initiate
such a proceeding against the defendants.

‘‘(4) No action may be brought under this
subsection more than 6 years after the date
of the activity with respect to which the ac-
tion is brought.’’.
SEC. 15304. AMENDMENTS TO EXCLUSIONARY

PROVISIONS IN FRAUD AND ABUSE
PROGRAM.

(a) MANDATORY EXCLUSION OF INDIVIDUAL
CONVICTED OF CRIMINAL OFFENSE RELATED TO
HEALTH CARE FRAUD.—

(1) IN GENERAL.—Section 1128(a) (42 U.S.C.
1320a–7(a)) is amended by adding at the end
the following new paragraph:

‘‘(3) FELONY CONVICTION RELATING TO
FRAUD.—Any individual or entity that has
been convicted under Federal or State law,
in connection with the delivery of a health
care item or service on or after January 1,
1997, or with respect to any act or omission
on or after such date in a program operated
by or financed in whole or in part by any
Federal, State, or local government agency,
of a criminal offense consisting of a felony
relating to fraud, theft, embezzlement,
breach of fiduciary responsibility, or other
financial misconduct.’’.

(2) CONFORMING AMENDMENT.—Section
1128(b)(1) (42 U.S.C. 1320a–7(b)(1)) is amend-
ed—

(A) in the heading, by striking ‘‘CONVIC-
TION’’ and inserting ‘‘MISDEMEANOR CONVIC-
TION’’; and

(B) by striking ‘‘criminal offense’’ and in-
serting ‘‘criminal offense consisting of a mis-
demeanor’’.

(b) ESTABLISHMENT OF MINIMUM PERIOD OF
EXCLUSION FOR CERTAIN INDIVIDUALS AND EN-
TITIES SUBJECT TO PERMISSIVE EXCLUSION
FROM MEDICARE AND STATE HEALTH CARE
PROGRAMS.—
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(1) IN GENERAL.—Section 1128(c)(3) (42

U.S.C. 1320a–7(c)(3)) is amended by adding at
the end the following new subparagraphs:

‘‘(D) In the case of an exclusion of an indi-
vidual or entity under paragraphs (1), (2), or
(3) of subsection (b), the period of exclusion
shall be a minimum of 3 years, unless the
Secretary determines that an alternative pe-
riod is appropriate because of aggravating or
mitigating circumstances.

‘‘(E) In the case of an exclusion of an indi-
vidual or entity under paragraph (4) or (5) of
subsection (b), the period of the exclusion
shall not be less than the period during
which the individual’s or entity’s license to
provide health care is revoked, suspended, or
surrendered, or the individual or the entity
is excluded or suspended from a Federal or
State health care program.

‘‘(F) In the case of an exclusion of an indi-
vidual or entity under subsection (b)(6)(B),
the period of the exclusion shall be not less
than 1 year.’’.

(2) CONFORMING AMENDMENT.—Section
1128(c)(3)(A) (42 U.S.C. 1320a–7(c)(3)(A)) is
amended by striking ‘‘subsection (b)(12)’’ and
inserting ‘‘paragraph (1), (2), (3), (4), (6)(B), or
(12) of subsection (b)’’.
SEC. 15305. SANCTIONS AGAINST PRACTITIONERS

AND PERSONS FOR FAILURE TO
COMPLY WITH STATUTORY OBLIGA-
TIONS RELATING TO QUALITY OF
CARE.

(a) MINIMUM PERIOD OF EXCLUSION FOR
PRACTITIONERS AND PERSONS FAILING TO
MEET STATUTORY OBLIGATIONS.—

(1) IN GENERAL.—The second sentence of
section 1156(b)(1) (42 U.S.C. 1320c-5(b)(1)) is
amended by striking ‘‘may prescribe)’’ and
inserting ‘‘may prescribe, except that such
period may not be less than one year)’’.

(2) CONFORMING AMENDMENT.—Section
1156(b)(2) (42 U.S.C. 1320c-5(b)(2)) is amended
by striking ‘‘shall remain’’ and inserting
‘‘shall (subject to the minimum period speci-
fied in the second sentence of paragraph (1))
remain’’.

(b) AMOUNT OF CIVIL MONEY PENALTY.—
Section 1156(b)(3) (42 U.S.C. 1320c-5(b)(3)) is
amended by striking ‘‘the actual or esti-
mated cost’’ and inserting the following:
‘‘$10,000 for each instance’’.

(c) REPEAL OF ‘‘UNWILLING OR UNABLE’’
CONDITION FOR IMPOSITION OF SANCTION.—
Section 1156(b)(1) (42 U.S.C. 1320c-5(b)(1)) is
amended—

(1) in the second sentence, by striking ‘‘and
determines’’ and all that follows through
‘‘such obligations,’’ and

(2) by striking the third sentence.
SEC. 15306. REVISIONS TO CRIMINAL PENALTIES.

(a) TREBLE DAMAGES FOR CRIMINAL SANC-
TIONS.—Section 1128B (42 U.S.C. 1320a–7b) is
amended by adding at the end the following
new subsection:

‘‘(f) In addition to the fines that may be
imposed under subsection (a) or (c) any indi-
vidual found to have violated the provisions
of any of such subsections may be subject to
treble damages.’’.

(b) IDENTIFICATION OF COMMUNITY SERVICE
OPPORTUNITIES.—Section 1128B (42 U.S.C.
1320a–7b), as amended by subsection (a), is
further amended by adding at the end the
following new subsection:

‘‘(g) The Secretary shall—
‘‘(1) in consultation with State and local

health care officials, identify opportunities
for the satisfaction of community service ob-
ligations that a court may impose upon the
conviction of an offense under this section,
and

‘‘(2) make information concerning such op-
portunities available to Federal and State
law enforcement officers and State and local
health care officials.’’.

SEC. 15307. DEFINITIONS.
Section 1128 (42 U.S.C. 1320a–7) is amended

by adding at the end the following new sub-
section:

‘‘(j) OTHER DEFINITIONS RELATING TO
HEALTH PLANS.—

‘‘(1) HEALTH PLAN.—The term ‘health plan’
means—

‘‘(A) any contract of health insurance, in-
cluding any hospital or medical service pol-
icy or certificate, hospital or medical service
plan contract, or health maintenance organi-
zation group contract, that is provided by a
carrier in a State; or

‘‘(B) an employee welfare benefit plan or
other arrangement insofar as the plan or ar-
rangement provides health benefits in a
State and is funded in a manner other than
through the purchase of one or more policies
or contracts described in subparagraph (A).

‘‘(2) MANAGED CARE PLAN.—The term ‘man-
aged care plan’ means a health plan that pro-
vides for items and services covered under
the plan primarily through providers in the
provider network of the plan.

‘‘(3) POINT-OF-SERVICE PLAN.—The term
‘point-of-service plan’ means a health plan
other than a managed care plan that permits
an enrollee to receive benefits through a pro-
vider network.

‘‘(4) PROVIDER NETWORK.—The term ‘pro-
vider network’ means, with respect to a
health plan, providers who have entered into
an agreement with the plan under which
such providers are obligated to provide items
and services covered under the plan to indi-
viduals enrolled in the plan.’’.
SEC. 15308. EFFECTIVE DATE.

The amendments made by this part shall
take effect January 1, 1997.

PART 2—INTERPRETIVE RULINGS ON
KICKBACKS AND SELF-REFERRAL

SEC. 15311. ESTABLISHMENT OF PROCESS FOR IS-
SUANCE OF INTERPRETIVE RUL-
INGS.

(a) ESTABLISHMENT.—Not later than 1 year
after the date of the enactment of this Act,
the Secretary of Health and Human Services
(acting through the Inspector General of the
Department of Health and Human Services)
shall establish a process under which individ-
uals and entities may submit a request to
the Secretary for an interpretive ruling re-
garding the provisions of section 1128B(b) of
the Social Security Act or part 3 which re-
late to kickbacks, bribes, and rebates, or the
provisions of section 1877 of the Social Secu-
rity Act.

(b) DEADLINE FOR REJECTION OF REQUEST.—
If the Secretary of Health and Human Serv-
ices rejects a request for an interpretive rul-
ing submitted under this section, the Sec-
retary shall notify the individual submitting
the request of the rejection not later than 60
days after receiving the request.
SEC. 15312. EFFECT OF ISSUANCE OF INTERPRE-

TIVE RULING.
(a) NO LEGAL EFFECT.—If the Secretary of

Health and Human Services issues an inter-
pretive ruling under section 15311, the ruling
shall not be binding upon the Secretary, the
party requesting the ruling, or any other
party.

(b) PUBLICATION OF RULINGS.—The Sec-
retary of Health and Human Services shall
publish each interpretive ruling issued under
section 15311 in the Federal Register.
SEC. 15313. IMPOSITION OF FEES.

(a) IN GENERAL.—The Secretary of Health
and Human Services shall require an individ-
ual or entity requesting an interpretive rul-
ing under section 15311 to submit a fee.

(b) AMOUNT.—The amount of the fee re-
quired under subsection (a) shall be equal to
the costs incurred by the Secretary in re-
sponding to the request.

PART 3—DIRECT SPENDING FOR ANTI-
FRAUD ACTIVITIES UNDER MEDICARE

SEC. 15321. DIRECT SPENDING FOR ANTI-FRAUD
ACTIVITIES UNDER MEDICARE.

Title XVIII (42 U.S.C. 1395 et seq.), as
amended by section 15224(f), is amended by
adding at the end the following new section:
‘‘APPROPRIATIONS FOR COMBATING FRAUD AND

ABUSE

‘‘SEC. 1894. (a) DIRECT SPENDING FOR PAY-
MENT SAFEGUARD ACTIVITIES.—

‘‘(1) IN GENERAL.—There are appropriated
from the Federal Hospital Insurance Trust
Fund and the Federal Supplementary Medi-
cal Insurance Trust Fund for each fiscal year
such amounts as are necessary to carry out
the payment safeguard activities described
in paragraph (2), subject to paragraph (3).

‘‘(2) ACTIVITIES DESCRIBED.—The payment
safeguard activities described in this para-
graph are as follows:

‘‘(A) Review of activities of providers of
services or other individuals and entities fur-
nishing items and services for which pay-
ment may be made under this title (includ-
ing skilled nursing facilities and home
health agencies), including medical and uti-
lization review and fraud review.

‘‘(B) Audit of cost reports.
‘‘(C) Determinations as to whether pay-

ment should not be, or should not have been,
made under this title by reason of section
1862(b), and recovery of payments that
should not have been made.

‘‘(D) Education of providers of services,
beneficiaries, and other persons with respect
to payment integrity and benefit quality as-
surance issues.

‘‘(3) AMOUNTS SPECIFIED.—The amount ap-
propriated under paragraph (1) for a fiscal
year is as follows:

‘‘(A) For fiscal year 1996, such amount
shall be not less than $430,000,000 and not
more than $440,000,000.

‘‘(B) For fiscal year 1997, such amount
shall be not less than $490,000,000 and not
more than $500,000,000.

‘‘(C) For fiscal year 1998, such amount shall
be not less than $550,000,000 and not more
than $560,000,000.

‘‘(D) For fiscal year 1999, such amount
shall be not less than $620,000,000 and not
more than $630,000,000.

‘‘(E) For fiscal year 2000, such amount
shall be not less than $670,000,000 and not
more than $680,000,000.

‘‘(F) For fiscal year 2001, such amount
shall be not less than $690,000,000 and not
more than $700,000,000.

‘‘(G) For fiscal year 2002, such amount
shall be not less than $710,000,000 and not
more than $720,000,000.

‘‘(b) DIRECT SPENDING FOR MEDICARE-RE-
LATED ACTIVITIES OF INSPECTOR GENERAL.—

‘‘(1) IN GENERAL.—There are appropriated
from the Federal Hospital Insurance Trust
Fund and the Federal Supplementary Medi-
cal Insurance Trust Fund to the Inspector
General of the Department of Health and
Human Services for each fiscal year such
amounts as are necessary to enable the In-
spector General to carry out activities relat-
ing to the medicare program (as described in
paragraph (2)), subject to paragraph (3).

‘‘(2) ACTIVITIES DESCRIBED.—The activities
described in this paragraph are as follows:

‘‘(A) Prosecuting medicare-related matters
through criminal, civil, and administrative
proceedings.

‘‘(B) Conducting investigations relating to
the medicare program.

‘‘(C) Performing financial and performance
audits of programs and operations relating
to the medicare program.

‘‘(D) Performing inspections and other
evaluations relating to the medicare pro-
gram.
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‘‘(E) Conducting provider and consumer

education activities regarding the require-
ments of this title.

‘‘(3) AMOUNTS SPECIFIED.—The amount ap-
propriated under paragraph (1) for a fiscal
year is as follows:

‘‘(A) For fiscal year 1996, such amount
shall be $130,000,000.

‘‘(B) For fiscal year 1997, such amount
shall be $181,000,000.

‘‘(C) For fiscal year 1998, such amount shall
be $204,000,000.

‘‘(D) For each subsequent fiscal year, the
amount appropriated for the previous fiscal
year, increased by the percentage increase in
aggregate expenditures under this title for
the fiscal year involved over the previous fis-
cal year.

‘‘(c) ALLOCATION OF PAYMENTS AMONG
TRUST FUNDS.—The appropriations made
under subsection (a) and subsection (b) shall
be in an allocation as reasonably reflects the
proportion of such expenditures associated
with part A and part B.’’.
PART 4—PREEMPTION OF STATE COR-

PORATE PRACTICE LAWS UNDER MEDI-
CARE

SEC. 15331. PREEMPTION OF STATE LAWS PRO-
HIBITING CORPORATE PRACTICE OF
MEDICINE FOR PURPOSES OF MEDI-
CARE.

Title XVIII (42 U.S.C. 1395 et seq.) is
amended by adding at the end the following
new section:

‘‘PERMITTING CORPORATIONS TO SERVE AS
PROVIDERS

‘‘SEC. 1893. The Secretary may not refuse
to treat any individual or entity as a pro-
vider of services under this title or refuse to
make payment under this title to the indi-
vidual or entity on the grounds that the indi-
vidual or entity is prohibited from practic-
ing medicine under a provision of State or
local law which prohibits a corporation from
practicing medicine.’’.

PART 5—MEDICARE ANTI-FRAUD AND
ABUSE COMMISSION

SEC. 15341. ESTABLISHMENT OF MEDICARE ANTI-
FRAUD AND ABUSE COMMISSION

(a) IN GENERAL.—There is established a
commission to be known as the ‘‘Medicare
Anti-Fraud and Abuse Commission’’ (in this
title referred to as the ‘‘Commission’’).

(b) COMPOSITION.—The Commission shall be
composed of 8 members as follows:

(1) OFFICIALS.—
(A) The Secretary of Health and Human

Services (or the Secretary’s designee).
(B) The Inspector General of the Depart-

ment of Health and Human Services (or the
Inspector General’s designee).

(C) The Administrator of the Health Care
Financing Administration (or the Adminis-
trator’s designee).

(2) PUBLIC MEMBERS.—Five members, ap-
pointed by the President, of which—

(A) one shall be a representative of physi-
cians;

(B) one shall be a representative of hos-
pital administrators;

(C) one shall be a representative of medi-
care carriers;

(D) one shall be a representative of medi-
care peer review organizations; and

(E) one shall be a representative of medi-
care beneficiaries.

In making appointments under this para-
graph of an individual who is a representa-
tive of persons or organizations, the Presi-
dent shall consider the recommendations of
national organizations that represent such
persons or organizations. The President shall
report to Congress, within 90 days after the
date of the enactment of this Act, the names
of the members appointed under this para-
graph.

(c) TERMS.—Each member shall be ap-
pointed for the life of the Commission. A va-
cancy in the Commission shall be filled in
the manner in which the original appoint-
ment was made.
SEC. 15342. FUNCTIONS OF COMMISSION.

(a) IN GENERAL.—The Commission shall—
(1) investigate the nature, magnitude, and

cost of health care fraud and abuse in the
medicare program, and

(2) identify and develop the most effective
methods of preventing, detecting, and pros-
ecuting or litigating such fraud and abuse,
with particular emphasis on coordinating
public and private prevention, detection, and
enforcement efforts.

(b) PARTICULARS.—Among other items, the
Commission shall examine at least the fol-
lowing:

(1) Mechanisms to provide greater stand-
ardization of claims administration in order
to accommodate fraud prevention and detec-
tion.

(2) Mechanisms to allow more freedom of
the medicare program to exchange informa-
tion for coordinating case development and
prosecution or litigation efforts, without un-
dermining patient and provider privacy pro-
tections or violating anti-trust laws.

(3) Criteria for physician referrals to facili-
ties in which they (or family members) have
a financial interest.

(4) The availability of resources to the
medicare program to combat fraud and
abuse.

(c) REPORT.—After approval by a majority
vote, a quorum being present, the Commis-
sion shall transmit to Congress a report on
its activities. The report shall be transmit-
ted not later than 18 months after the date
that a majority of the public members of the
Commission have been appointed. The report
shall contain a detailed statement of the
Commission’s findings, together with such
recommendations as the Commission consid-
ers appropriate.
SEC. 15343. ORGANIZATION AND COMPENSATION.

(a) ORGANIZATION.—
(1) QUORUM.—A majority of the members of

the Commission shall constitute a quorum
but a lesser number may hold hearings.

(2) CHAIRMAN.—The Commission shall elect
one of its members to serve as chairman of
the Commission.

(3) MEETINGS.—The Commission shall meet
at the call of the chairman or a majority of
its members. Meetings of the Commission
are open to the public under section 10(a)(10)
of the Federal Advisory Committee Act, ex-
cept that the Commission may conduct
meetings in executive session but only if a
majority of the members of the Commission
(a quorum being present) approve going into
executive session.

(b) COMPENSATION OF MEMBERS.—Members
of the Commission shall serve without com-
pensation, but shall be reimbursed for travel,
subsistence, and other necessary expenses in-
curred in the performance of their duties as
members of the Commission.
SEC. 15344. STAFF OF COMMISSION.

(a) IN GENERAL.—The Commission may ap-
point and fix the compensation of a staff di-
rector and such other additional personnel as
may be necessary to enable the Commission
to carry out its functions, without regard to
the laws, rules, and regulations governing
appointment and compensation and other
conditions of service in the competitive serv-
ice.

(b) DETAIL OF FEDERAL EMPLOYEES.—Upon
request of the chairman, any Federal em-
ployee who is subject to such laws, rules, and
regulations, may be detailed to the Commis-
sion to assist it in carrying out its functions
under this title, and such detail shall be
without interruption or loss of civil service
status or privilege.

(c) EXPERTS AND CONSULTANTS.—The Com-
mission may procure temporary and inter-
mittent services under section 3109(b) of title
5, United States Code, but at rates for indi-
viduals not to exceed the daily equivalent of
120 percent of the maximum annual rate of
basic pay payable for GS–15 of the General
Schedule.
SEC. 15345. AUTHORITY OF COMMISSION.

(a) HEARINGS AND SESSIONS.—The Commis-
sion may, for the purpose of carrying out
this title, hold hearings, sit and act at times
and places, take testimony, and receive evi-
dence as the Commission considers appro-
priate. The Commission may administer
oaths or affirmations to witnesses appearing
before it.

(b) OBTAINING OFFICIAL DATA.—
(1) IN GENERAL.—The Commission may se-

cure directly from any department or agency
of the United States information necessary
to enable it to carry out this title. Upon re-
quest of the chairman of the Commission,
the head of that department or agency shall
furnish that information to the Commission.

(2) ACCESS TO INFORMATION.—Information
obtained by the Commission is available to
the public in the same manner in which in-
formation may be made available under sec-
tions 552 and 552a of title 5, United States
Code.

(c) GIFTS, BEQUESTS, AND DEVISES.—The
Commission may accept, use, and dispose of
gifts, bequests, or devises of services or prop-
erty for the purpose of aiding or facilitating
the work of the Commission.

(d) MAILS.—The Commission may use the
United States mails in the same manner and
under the same conditions as other depart-
ments and agencies of the United States.

(e) ADMINISTRATIVE SUPPORT SERVICES.—
Upon the request of the Commission, the Ad-
ministrator of General Services shall provide
to the Commission, on a reimbursable basis,
the administrative support services nec-
essary for the Commission to carry out its
responsibilities under this title.

(f) SUBPOENA POWER.—
(1) IN GENERAL.—The Commission may

issue subpoenas requiring the attendance
and testimony of witnesses and the produc-
tion of any evidence relating to any matter
which the Commission is authorized to in-
vestigate under this title. The attendance of
witnesses and the production of evidence
may be required from any place within the
United States at any designated place of
hearing within the United States.

(2) FAILURE TO OBEY A SUBPOENA.—If a per-
son refuses to obey a subpoena issued under
paragraph (1), the Commission may apply to
a United States district court for an order
requiring that person to appear before the
Commission to give testimony, produce evi-
dence, or both, relating to the matter under
investigation. The application may be made
within the judicial district where the hear-
ing is conducted or where that person is
found, resides, or transacts business. Any
failure to obey the order of the court may be
punished by the court as civil contempt.

(3) SERVICE OF SUBPOENAS.—The subpoenas
of the Commission shall be served in the
manner provided for subpoenas issued by a
United States district court under the Fed-
eral Rules of Civil Procedure for the United
States district courts.

(4) SERVICE OF PROCESS.—All process of any
court to which application is to be made
under paragraph (2) may be served in the ju-
dicial district in which the person required
to be served resides or may be found.
SEC. 15346. TERMINATION.

The Commission shall terminate 90 days
after the date the report is submitted under
section 15342(c).
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SEC. 15347. AUTHORIZATION OF APPROPRIA-

TIONS.
There are authorized to be appropriated to

the Commission such sums as are necessary
to carry out its functions, to remain avail-
able until expended.

H.R. 2425
OFFERED BY: MR. RANGEL

(Amendment in the Nature of a Substitute)
AMENDMENT NO. 3: Strike all after the en-

acting clause and insert the following:
TITLE XV—MEDICARE

SEC. 15001. COMMISSION ON THE FUTURE OF
MEDICARE AND THE PROTECTION
OF THE HEALTH OF THE NATION’S
SENIOR CITIZENS.

(a) ESTABLISHMENT.—There is established a
commission to be known as the Commission
on the Future of Medicare and the Protec-
tion of the Health of the Nation’s Senior
Citizens (in this section referred to as the
‘’Commission’’).

(b) DUTIES.—
(1) IN GENERAL.—The Commission shall—
(A) analyze indicators of the health status

of individuals in the United States who are
eligible for benefits under the medicare pro-
gram;

(B) make specific recommendations on ac-
tions which may be taken to improve the
medicare program which would promote the
health of medicare beneficiaries;

(C) analyze the effect of changes in the
medicare program (including changes in
medicare payments) on the access to and de-
livery of health care services to individuals
who are not medicare beneficiaries;

(D) examine the financial impact on the
medicare program of the significant increase
in the number of medicare eligible individ-
uals which will occur beginning approxi-
mately during 2010 and lasting for approxi-
mately 25 years, and

(E) make specific recommendations to the
Congress respecting a comprehensive ap-
proach to preserve the medicare program for
the period during which such individuals are
eligible for medicare.

(2) CONSIDERATIONS IN MAKING REC-
OMMENDATIONS.—In making its recommenda-
tions, the Commission shall consider the fol-
lowing:

(A) The amount and sources of Federal
funds to finance the medicare program.

(B) The most efficient and effective man-
ner of administering the program.

(C) Methods used by other nations to fi-
nance the delivery of health care services to
their citizens.

(D) The financial impact on the medicare
program of increases in the number of indi-
viduals in the United States without health
insurance coverage.

(c) MEMBERSHIP.—
(1) APPOINTMENT.—The Commission shall

be composed of 15 members appointed as fol-
lows:

(A) The President shall appoint 3 members.
(B) The Majority Leader of the Senate

shall appoint 3 members.
(C) The Minority Leader of the Senate

shall appoint 3 members.
(D) The Speaker of the House of Represent-

atives shall appoint 3 members.
(E) The Minority Leader of the House of

Representatives shall appoint 3 members.
(2) CHAIRMAN AND VICE CHAIRMAN.—The

Commission shall elect a Chairman and Vice
Chairman from among its members.

(3) VACANCIES.—Any vacancy in the mem-
bership of the Commission shall be filled in
the manner in which the original appoint-
ment was made and shall not affect the
power of the remaining members to execute
the duties of the Commission.

(4) QUORUM.—A quorum shall consist of 8
members of the Commission, except that 4

members may conduct a hearing under sub-
section (e).

(5) MEETINGS.—The Commission shall meet
at the call of its Chairman or a majority of
its members.

(6) COMPENSATION AND REIMBURSEMENT OF
EXPENSES.—Members of the Commission are
not entitled to receive compensation for
service on the Commission. Members may be
reimbursed for travel, subsistence, and other
necessary expenses incurred in carrying out
the duties of the Commission.

(d) STAFF AND CONSULTANTS.—
(1) STAFF.—The Commission may appoint

and determine the compensation of such
staff as may be necessary to carry out the
duties of the Commission. Such appoint-
ments and compensation may be made with-
out regard to the provisions of title 5, United
States Code, that govern appointments in
the competitive services, and the provisions
of chapter 51 and subchapter III of chapter 53
of such title that relate to classifications
and the General Schedule pay rates.

(2) CONSULTANTS.—The Commission may
procure such temporary and intermittent
services of consultants under section 3109(b)
of title 5, United States Code, as the Com-
mission determines to be necessary to carry
out the duties of the Commission.

(e) POWERS.—
(1) HEARINGS AND OTHER ACTIVITIES.—For

the purpose of carrying out its duties, the
Commission may hold such hearings and un-
dertake such other activities as the Commis-
sion determines to be necessary to carry out
its duties.

(2) STUDUES BY GAO.—Upon the request of
the Commission, the Comptroller General
shall conduct such studies or investigations
as the Commission determines to be nec-
essary to carry out its duties.

(3) COST ESTIMATES BY CONGRESSIONAL
BUDGET OFFICE.—

(A) Upon the request of the Commission,
the Director of the Congressional Budget Of-
fice shall provide to the Commission such
cost estimates as the Commission deter-
mines to be necessary to carry out its duties.

(B) The Commission shall reimburse the
Director of the Congressional Budget Office
for expenses relating to the employment in
the office of the Director of such additional
staff as may be necessary for the Director to
comply with requests by the Commission
under subparagraph (A).

(4) DETAIL OF FEDERAL EMPLOYEES.—Upon
the request of the Commission, the head of
any Federal agency is authorized to detail,
without reimbursement, any of the personnel
of such agency to the Commission to assist
the Commission in carrying out its duties.
Any such detail shall not interrupt or other-
wise affect the civil service status or privi-
leges of the Federal employee.

(5) TECHNICAL ASSISTANCE.—Upon the re-
quest of the Commission, the head of a Fed-
eral agency shall provide such technical as-
sistance to the Commission as the Commis-
sion determines to be necessary to carry out
its duties.

(6) USE OF MAILS.—The Commission may
use the United States mails in the same
manner and under the same conditions as
Federal agencies and shall, for purposes of
the frank, be considered a commission of
Congress as described in section 3215 of title
39, United States Code.

(7) OBTAINING INFORMATION.—The Commis-
sion may secure directly from any Federal
agency information necessary to enable it to
carry out its duties, if the information may
be disclosed under section 552 of title 5, Unit-
ed States Code. Upon request of the Chair-
man of the Commission, the head of such
agency shall furnish such information to the
Commission.

(8) ADMINISTRATIVE SUPPORT SERVICES.—
Upon the request of the Commission, the Ad-

ministrator of General Services shall provide
to the Commission on a reimbursable basis
such administrative support services as the
Commission may request.

(9) ACCEPTANCE OF DONATIONS.—The Com-
mission may accept, use, and dispose of gifts
or donations of services or property.

(10) PRINTING.—For purposes of costs relat-
ing to printing and binding, including the
cost of personnel detailed from the Govern-
ment Printing Office, the Commission shall
be deemed to be a committee of the Con-
gress.

(f) REPORT.—Not later than May 1, 1997, the
Commission shall submit to Congress a re-
port containing its findings and rec-
ommendations regarding how to protect and
preserve the medicare program in a finan-
cially solvent manner until 2030 (or, if later,
throughout the period of projected solvency
of the Federal Old-Age and Survivors Insur-
ance Trust Fund). The report shall include
detailed recommendations for appropriate
legislative initiatives respecting how to ac-
complish this objective.

(g) TERMINATION.—The Commission shall
terminate 60 days after the date of submis-
sion of the report required in subsection (f).

(h) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated
$1,500,000 to carry out this section. Amounts
appropriated to carry out this section shall
remain available until expended.
SEC. 15002. LIMITATION ON TAX BENEFITS; AP-

PROPRIATION OF SAVINGS TO MEDI-
CARE PART A TRUST FUND.

(a) IN GENERAL.—Notwithstanding any
other provision of law—

(1) the reduction in a taxpayer’s net tax li-
ability for any taxable period or event by
reason of a provision referred to in sub-
section (c) shall not exceed the applicable
fraction of the amount of such reduction (de-
termined without regard to this section), and

(2) any increase in such liability for any
taxable period or event by reason of such a
provision shall not exceed the applicable
fraction of such increase (determined with-
out regard to this section).

(b) APPLICABLE FRACTION.—For purposes of
subsection (a), the term ‘‘applicable frac-
tion’’ means 155⁄245.

(c) PROVISIONS.—The provisions referred to
in this subsection are any provision of this
Act or of any Act hereafter enacted which is
the same as or comparable to any provision
contained in subtitle A, B, C, or D of title VI
of H.R. 1215 of the 104th Congress, as passed
by the House of Representatives.

(d) NET TAX LIABILITY.—For purposes of
subsection (a), the term ‘‘net tax liability’’
means the liability for tax under the Inter-
nal Revenue Code of 1986 determined—

(1) after the application of any credit
against such tax other than the credits under
sections 31, 33, and 34, and

(2) in the case of tax imposed by chapter 1
of such Code, before crediting any payment
of estimated tax.

(e) APPROPRIATION OF SAVINGS TO MEDICARE
PART A TRUST FUND.—There are hereby ap-
propriated to the Federal Hospital Insurance
Trust Fund established pursuant to section
1817 of the Social Security Act amounts
equal to the aggregate increase in tax liabil-
ities under chapter 1 of the Internal Revenue
Code of 1986 which is attributable to the ap-
plication of subsection (a). Such appro-
priated amounts shall be transferred from
the general fund of the Treasury on the basis
of estimates of such tax liabilities made by
the Secretary of the Treasury. Transfers
shall be made pursuant to a schedule made
by the Secretary of the Treasury that takes
into account estimated timing of collection
of such liabilities.
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